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Before 

UTTAR PRADESH ELECTRICITY REGULATORY COMMISSION 

Petition Nos.: 1057/2015, 1077 / 2016, 1103 / 2016 

 

IN THE MATTER OF:  

Petition No. 1057/2015: Approval of Aggregate Revenue Requirement (ARR) and 

Determination of Tariff for FY 2016-17 and True-up of ARR for 

FY 2014-15.  

Petition Nos. 1077/2016 & 1103/2016: Petition under Section 63 of Electricity Act, 2003 

ǊŜŀŘ ǿƛǘƘ /ƭŀǳǎŜ млΦп ƻŦ ǘƘŜ άDǳƛŘŜƭƛƴŜǎ ŦƻǊ ǎƘƻǊǘ-term (i.e. 

for a period less than or equals to one year) Procurement of 

Power by Distribution Licensees through Tariff based bidding 

ǇǊƻŎŜǎǎέ ƛǎǎǳŜŘ ōȅ aƛƴƛǎǘǊȅ ƻŦ tƻǿŜǊ ƻƴ aŀȅ 15, 2012, for 

adoption of tariff for purchase of electricity by Noida Power 

Company Limited, a licensee of the Commission, from the 

Prospective/Successful Bidders pursuant to tariff determined 

through a transparent and Competitive Bidding Process 

adopted in accordance with the Guidelines. 

And 

IN THE MATTER OF:  

Noida Power Company Limited, Greater Noida. 

 

ORDER 

The Commission having deliberated upon the above petition and also the subsequent 

filings by the Petitioner thereafter, and having considered the views / comments / 

suggestions / objections / representations received during the course of the above 

proceedings and also in the public hearing held, in exercise of power vested under 

Sections 61, 62, 64 and 86 of the Electricity Act 2003, hereby pass this Order signed, 

dated and issued on August 1, 2016. The Licensee, in accordance with Section 139 of the 

Uttar Pradesh Electricity Regulatory Commission (Conduct of Business) Regulations, 

2004, shall publish the approved tariffs and regulatory surcharge within three days from 

the date of this Order. The tariffs so published shall become the notified tariffs and shall 
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come into force after seven days from the date of such publication of the tariffs, and 

unless amended or revoked, shall continue to be in force till issuance of the next Tariff 

Order. Regulatory Surcharge shall be applicable as detailed in this Order.  
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1. BACKGROUND AND BRIEF HISTORY 

 

1.1 BACKGROUND: 
 

1.1.1 M/s Noida Power Company Limited (NPCL) was granted a supply license on 

August 30, 1993 by the State Government under Section 3(1) of the Indian 

Electricity Act, 1910, which authorized it to supply electricity in the licensed 

area. 

1.1.2 NPCL started its operations in December, 1993 under a 30-year license from 

U.P. Government. 

 

1.2 DISTRIBUTION TARIFF REGULATIONS: 

1.2.1 The Uttar Pradesh Electricity Regulatory Commission (Terms and Conditions for 

Determination of Distribution Tariff) Regulations, 2006 (herein after referred to 

ŀǎ ǘƘŜ ά5ƛǎǘǊƛōǳǘƛƻƴ ¢ŀǊƛŦŦ wŜƎǳƭŀǘƛƻƴǎ, 2006έύ ǿŜǊŜ ƴƻǘƛŦƛŜŘ ōȅ ǘƘŜ /ƻƳƳƛǎǎƛƻƴ 

on October 6, 2006.  

1.2.2 These Regulations are applicable for the purposes of ARR filing and Tariff 

determination to all the Distribution Licensees within the State of Uttar 

Pradesh. 

1.2.3 Further, the Commission has notified Uttar Pradesh Electricity Regulatory 

Commission (Multi Year Distribution Tariff) Regulations, 2014 on May 12, 2014. 

Embarking upon the MYT framework, the Commission has divided the period of 

five years (i.e. April 1, 2015 to March 31, 2020) into two periods namely ς  

a. Transition period (April 1, 2015 to March 31, 2017) 

b. Control period (April 1, 2017 to March 31, 2020) 

The transition period being of two years and the first control period being of 

three years, the Commission shall continue with the existing Annual Tariff 

Framework for determination of ARR / Tariff of the Distribution Licensee (i.e. as 

per Uttar Pradesh Electricity Regulatory Commission (Terms and Conditions for 

Determination of Distribution Tariff) Regulations, 2006) during the transition 

period. 
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1.3 FILING OF ARR / TARIFF PETITION: 

1.3.1 NPCL has filed the ARR and Tariff petition in line with the provisions of the 

Distribution Tariff Regulations, 2006 and the same is being processed by the 

Commission accordingly.  

 

1.4 ISSUES / CONCERNS OF THE COMMISSION: 

1.4.1 Certain issues / concerns arising out of the statutory provisions of the Electricity 

Act, 2003 which have been deliberated upon by the Commission in detail in this 

Tariff Order, are listed below:  

¶ Demand-Supply Gap / Current Shortage of Power 

¶ Availability of Long Term Power 

¶ Independent Audit for FY 2014-15 

 

1.4.2 DEMAND-SUPPLY GAP / CURRENT SHORTAGE OF POWER 

Petitioner in Format P10 of its Petition has provided the details of peak demand 

for FY 2014-15 (Actual), FY 2015-16 (Estimated) and FY 2016-17 (Projected). 

Based on the information available in Petition, the Commission has computed 

demand-supply gap for NPCL as shown in the Table below: 

Table 1:1:1: DEMAND SUPPLY GAP OF NPCL (MW) 

Particulars FY 2014-15 FY 2015-16 FY 2016-17 

Peak Demand ς Restricted*  254 254 254# 

Peak Demand ς 
Unrestricted*  

278 285 320 

Peak Availability Assessed 215 245 250 

Peak Demand Met*  39 9 4 

`Shortfall Unrestricted*  63 40 70 

Note: # Though 220/33 kV Gharbara Sub-station is ready but it is pending energisation 

due to non-availability of Connectivity by UPPTCL; there will be shortfall of 

around 70 MW in meeting Peak Demand; otherwise full power can be 

availed during peak hours 

*   Assuming Power Factor as 0.90 

1.4.3 As per the Petitioner, the major deterrent is that NPCL has not been able to 

reduce the power deficit is non-availability of adequate transmission capacity. 

In this regard, NPCL should take appropriate measures and coordinate with 



 Determination of ARR & Tariff of NPCL for FY 2016-17 
and True Up for FY 2014-15 

 

 

Page 13 

UPPTCL so as to overcome such deterrent. The Commission in its Order dated 

July 21, 2015 directed State Load Dispatch Center (SLDC) to provide No 

Objection Certificate (NOC) on the request of NPCL for Short Term Open Access 

on firm basis for not less than 237 MW. If in exceptional circumstances SLDC is 

unable to facilitate open access even up to 237 MW in spite of NPCL demand, it 

will submit reasons for not doing so in writing to the Commission. Further 

UPSLDC & UPPCL challenged the abovementioned decision of the Commission 

ōŜŦƻǊŜ ǘƘŜ IƻƴΩōƭŜ !ǇǇŜƭƭŀǘŜ ¢Ǌƛōǳƴŀƭ ŦƻǊ 9ƭŜŎǘǊƛŎƛǘȅ όIŜǊŜinafter referred to as 

ά!t¢9[έύ. At present the matter is sub-ƧǳŘƛŎŜ ōŜŦƻǊŜ ǘƘŜ IƻƴΩōƭŜ !t¢9[. 

1.4.4 AVAILABILITY OF LONG TERM POWER 

1.4.5 With such a huge and ever growing demand in the area, NPCL is still procuring 

the substantial quantum of power only from the short-term sources. Presently 

as the short term power rates are low, the consumers are being benefited by 

sourcing the power from short term sources. However, such situation would 

not last forever and NPCL in such cases may have to buy the costlier power to 

serve its consumers. Having a long term power sources ensures that the 

availability of power at the optimum rates for its consumers for future. The 

same will also benefit the Petitioner to optimally plan all its resources. The 

Commission notes that the Petitioner in past has tried to tie up with the long 

term power sources. 

1.4.6 In one of the occasion, it entered into a Long-term power purchase agreement 

(LTPPA) for supply of 240 MW power with Essar Power (Jharkhand) Limited 

(EPJL) for 25 years at a levelised tariff of Rs. 4.0868 per unit. The power supply 

under the aforesaid PPA was scheduled to be commenced from 30th April 

2014. However, EPJL through its various letters expressed its inability to 

commence power from scheduled date. NPCL, having no recourse, terminated 

the LTPPA which was, subsequently, challenged by EPJL before the Commission. 

The Commission, considering the assurance of EPJL to supply power at same 

tariff and terms & conditions from their another project viz. Essar Power 

(Mahan) Limited, directed the parties, vide its Order dated 30th May 2014, to 

restore the bank guarantees and reinstate the PPA to explore the alternative. 

However, EPJL again through various letters expressed its inability to continue 

with PPA which was brought into the knowledge of the Commission by way of 

an Application dated 16th July, 2014 filed in Petition No. 903 of 2013 by the 

Company.    
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1.4.7 The Commission vide its order dated 1st September 2014 directed EPJL to 

extend PBG, expiring on 30th August 2014, by 3 months initially and then by 

another six month and directed NPCL to tie-up through Long term sources 

within in these six months. 

1.4.8 Subsequently the Commission its Order dated November 27, 2015 expressed its 

final view in the matter of EPJL and NPCL as extracted below: 

άуΦ Lǘ ƛǎ ŜǾƛŘent that there is no way the power can be arranged through 

this PPA. It has been accepted by both the parties. The PPA being 

frustrated, now comes the question of consequences of this and liability of 

either parties. These consequences can be addressed only within the 

provisions of the agreement which in our opinion does not fall under the 

/ƻƳƳƛǎǎƛƻƴΩǎ ƧǳǊƛǎŘƛŎǘƛƻƴΦ 

9. As far as the fulfillment of requirement of power supply to the 

distribution area is concerned, the Commission reiterates its earlier order 

dated 1.9.2014 wherein NPCL has been directed to take up the process for 

long term supply contract through the competitive route as per the 

standard bidding documents. 

млΦ ¢ƘŜ ƳŀǘǘŜǊǎ ŀǊŜ ŘƛǎǇƻǎŜŘ ƻŦΦέ 

1.4.9 Noida Power Company Limited (NPCL)in petition no 971 of 2014 had filed long 

term PPA dated September 26, 2014 for approval of the Commission for 

purchase of 187 MW power from M/s Dhariwal Infrastructure Ltd. The 

Commission did not approve PPA considering that for long term power 

purchase only competitive route was available. NPCL was directed to initiate 

the bid process under new Case -1 bidding guidelines immediately and submit 

monthly progress report to the Commission. For fulfilling the requirement of 

power during the intervening period, NPCL was allowed to procure requisite 

quantum of power through short term. Against the Order of the Commission, 

bt/[ ǇǊŜŦŜǊǊŜŘ ŀƴ ŀǇǇŜŀƭ ōŜŦƻǊŜ ǘƘŜ IƻƴΩōƭŜ !t¢9[Φ IƻƴΩōƭŜ !t¢9[ ƛƴ ƛǘǎ hǊŘŜǊ 

dated May 28, 2015remanded the Commission for fresh consideration of all the 

submissions of the parties independently and in accordance with law. In 

ŎƻƳǇƭƛŀƴŎŜ ǘƻ ǘƘŜ IƻƴΩōƭŜ !t¢9LΩǎ hǊŘŜǊ ǘƘŜ /ƻƳƳƛǎǎƛƻƴ ƘŜŀǊŘ ǘƘŜ ƳŀǘǘŜǊ 

afresh in various hearings conducted in this regard. Finally, the Commission 

approved the long term PPA filed by NPCL for purchase of power from M/s 

Dhariwal Infrastructure Ltd. in its Order dated April 20, 2016. 
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1.4.10 INDEPENDENT AUDIT FOR FY 2014-15 

1.4.11 As regard the requirement of CAG Audit or any third party audit the 

Commission in its Tariff Order for FY 2014-15 had directed the Petitioner that 

from FY 2014-15 onwards it should get its accounts audited by an independent 

auditor. Such auditor should be appointed with the prior approval of the 

Commission. Apart from auditing of the financial accounts, the power purchase 

and the energy sales of the Licensee should also be audited on the regular basis 

so that deformities if any can be identified and removed. The Commission for 

the same reasons appointed an independent auditor, M/s. K. K. Chanani and 

Associates who under the supervision of the Commission undertook the audit 

of the financial accounts of the company for FY 2014-15 along with audit of 

power purchase and energy sales for FY 2014-15 of the Petitioner. 

The auditor on June 29, 2016 submitted the audit report with the following 

findings: 

¶ As per audit report, the rates approved for purchase of power in FY 2014-15 

was Rs. 3.78 / kWh whereas the actual purchase was made at a rate of Rs. 

4.30 / kWh which resulted an additional cost of Rs. 72.69 Crore. NPCL has 

purchased power from the traders at a rate of Rs. 3.76 / kWh and power 

from renewable sources at a rate of Rs. 5.03 / kWh, thereby increasing the 

per unit cost of total power purchase to Rs. 4.30 / kWh. 

¶ As per audit report, NPCL has purchased capital asset of Rs. 2.17 Crore 

without taking competitive quotations of other suppliers. 

¶ As per audit report the Commission had approved O&M expense of Rs. 

41.33 Crore for NPCL for FY 2014-15 while the actual O&M expense is to the 

tune of Rs. 47.09 Crore. 

1.4.12 The Commission is of the view that NPCL should limit the power purchase cost 

within the costs approved by the Commission. As per the findings of the 

independent auditor appointed by the Commission, NPCL has purchased 

capital asset of Rs. 2.17 Crore without following competitive bidding 

procedure. Thus, the Licensee is directed to file details of such capital asset of 

Rs. 2.17 Crore with proper justification for not following competitive bidding 

procedure on which the Commission may take appropriate view. In this Order 

the Commission has provisionally considered the said amount in the GFA of FY 

2014-15. The Commission directs NPCL to strictly follow competitive bidding 

for selecting any contractor /  supplier under proper guidelines issued from 
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time to time, in lack of which the Commission may take appropriate action. 

The Commission also directs NPCL to increase its efficiency so as to reduce 

O&M cost as per the industry standards and within the norms.   
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2. PROCEDURAL HISTORY 

2.1 ARR / TARIFF PETITION FILING BY NPCL: 

2.1.1 The provision under the Distribution Tariff Regulations, 2006 requires the 

Licensee to submit their ARR / Tariff petitions latest by 30th November each 

year to be made applicable for the subsequent financial year.  

2.1.2 Noida Power Company Limited, Greater Noida (hereinafter referred to as 

ΨtŜǘƛǘƛƻƴŜǊΩΣ Ψ[ƛŎŜƴǎŜŜΩ ƻǊ Ψbt/[Ωύ ǎǳōƳƛǘǘŜŘ ƛǘǎ !ww κ ¢ŀǊƛŦŦ ǇŜǘƛǘƛƻƴ ŦƻǊ C¸ нлм6-

17, within the aforesaid prescribed timelines i.e. on November 26, 2015.  

 

2.2 PRELIMINARY SCRUTINY OF THE PETITION: 

2.2.1 A preliminary scrutiny of the ARR Petitions for FY 2016-17 was carried out by 

the Commission and a detailed deficiency note was issued to the Licensee vide 

letter dated January 29, 2016,  directing them to provide the required 

information within 10 days from the date of issuance of the Deficiency Note.  

2.2.2 The Petitioner submitted its replies on February 24, 2016, to the above 

mentioned deficiency note. The Commission issued a second set of deficiency 

note vide its mail dated February 10, 2016.  

2.2.3 In response to the second set of deficiency note of the Commission the 

Petitioner vide its letter dated February26, 2016 submitted its most of the 

critical data as required by the Commission for the acceptance / admission of 

the Petition.  

 

2.3 ADMITTANCE OF ARR / TARIFF PETITION OF THE LICENSEE: 

2.3.1 The Commission, having gone through all the submissions made by the 

Petitioner found that the data / information submitted by the Petitioner were 

generally in order and accordingly admitted the Petition submitted by the 

Petitioner for further processing.  

The Commission through its Admittance Order dated March 29, 2016 directed 

the NPCL to publish within 3 days from the issue of the Order a public notice 

detailing the salient information and facts of the ARR petition for FY 2016-17 

and True-up for FY 2014-15 in at least two daily newspapers (One English and 

One Hindi) for two successive days for inviting views/ comments/ suggestions/ 

objections/ representations within 15 days from the date of publication of the 
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Public Notice(s) by all stakeholders and public at large. The Commission also 

directed Petitioner to upload a copy of the Petition (including additional 

information) on the website of the Petitioner. 

 

2.4 IhbΩ.[9 !t¢9[ W¦5Da9b¢ 5¢5Φ W¦b9 нΣ нлмс 

2.4.1 The Petitioner had filed ŀƴ ŀǇǇŜŀƭ ōŜŦƻǊŜ ǘƘŜ IƻƴΩōƭŜ !t¢9[ against the 

/ƻƳƳƛǎǎƛƻƴΩǎ ¢ŀǊƛŦŦ hǊŘŜǊ for FY 2015-16 dated June 18, 2015 on various issues 

like Interest Rate considered for calculating Interest on Working Capital, Cost of 

financing DPS, Rate considered for calculating Carrying Cost on Regulatory 

Asset, Consideration of actual O&M expense, T&D loss, Corporate Social 

Responsibility Expense, Finance Charge etc. dealt by the Commission in its Tariff 

Order for FY 2015-мсΦ IƻƴΩōƭŜ !t¢9[ ƻƴ WǳƴŜ нΣ нлмс ƎŀǾŜ ƛǘǎ Ŧƛƴŀƭ ƧǳŘƎƳŜƴǘ in 

this regard. Some of the decisionǎ ƳŀŘŜ ōȅ IƻƴΩōƭŜ !t¢9[, were in favor of the 

Petitioner, which in turn requires re-computation by the Commission in 

accordance with the Judgment dated June 2, 2016. This Order discusses the 

issues which required modification / re-computation in consequence to the 

WǳŘƎƳŜƴǘ ƻŦ ǘƘŜ IƻƴΩōƭŜ !t¢9[Φ  

 

2.5 PUBLICITY OF THE PETITION: 

2.5.1 The Public Notice detailing the salient information and facts of the ARR 

petitions appeared in Hindi & English language daily newspapers as detailed 

below:  

1. The Statesman (English): March 31, 2016 and April 1, 2016 

2. Dainik Jagran (Hindi): March 31, 2016 and April 1, 2016 

 

2.6 PUBLIC HEARING PROCESS: 

2.6.1 The Commission invited comments / views / objections from consumers and all 

other stakeholders on the ARR & Tariff proposals of the Petitioner. To provide 

an opportunity to all sections of the population in the license area and to obtain 

feedback from them, public hearings were held at Greater Noida on May11, 

2016, Lucknow on May13, 2016 and Aligarh on May 20, 2016, by the 

Commission.  

2.6.2 The hearing had representations by consumers against the ARR / Tariff 

proposals submitted by the Petitioner. 
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3. PUBLIC HEARING PROCESS 

3.1 OBJECTIVE 

3.1.1 The various provisions of Electricity Act, 2003 and UPERC (Conduct of Business) 

Regulations, 2004 provides for hearing the representations and propositions 

being filed by the consumers in matters related to tariff determination. The 

Commission, in order to achieve the twin objective that has been conferred 

upon it under the Electricity Act, 2003 i.e. to observe transparency in its 

proceedings and functions and to protect interest of consumers, has always 

attached importance to the objections / suggestions / comments of the public 

on the ARR / Tariff petitions submitted by the Licensee. The process gains 

ǎƛƎƴƛŦƛŎŀƴǘ ƛƳǇƻǊǘŀƴŎŜ ƛƴ ŀ άŎƻǎǘ Ǉƭǳǎ ǊŜƎƛƳŜέΣ ǿƘŜǊŜ ǘƘŜ ŜƴǘƛǊŜ Ŏƻǎǘ ŀƭƭƻǿŜŘ ǘƻ 

the Licensee gets transferred to the consumer. The consumers therefore have a 

locus-standi to comment on the ARR / Tariff Petition filed by the Petitioner.  

3.1.2 The Commission has provided public hearing as one of the platforms to obtain 

the views of various stakeholders to encourage a transparent and participative 

approach in the process of tariff determination.  

 

3.2 PUBLIC HEARING: 

3.2.1 The Commission invited suggestions from consumers and all other stakeholders 

and conducted public hearings at Greater Noida on May 11, 2016, Lucknow on 

May 13, 2016 and Aligarh on May 20, 2016 to get the views / comments / 

objections, if any, of the various stakeholders and public at large on the 

proposals submitted by the Petitioner. Consumer representatives, industry 

associations and other individual consumers participated actively in the Public 

hearing process. The Petitioner was also given an opportunity to respond to the 

stake-holders. The Commission has also taken into consideration the oral and 

written suggestions / comments / views / objections received from various 

stakeholders through post, e-mail and in person during the public hearings 

while disposing the ARR / Tariff petitions filed by the Petitioner. 

3.2.2 The comments of the consumers play an important role in the determination of 

rate design and tariff schedule as factors like quality of electricity supply and 

the service levels have to be considered while determining the tariff. The 

Commission considers these submissions of the consumers before it embarks 

upon the exercise of determining the tariff for a particular period. 
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3.2.3 The Commission has taken note of the various views and suggestions made by 

the stakeholders and appreciate their keen participation in the process to 

provide feedback to the Commission on various issues. The major comments / 

views of various stakeholders in response to the Petition, the replies given by 

the Petitioner and the views of the Commission have been summarized below:  

 

A) Comments / Suggestions of the Public: 

3.2.4 Single Point Supply: ANSAL API, Kasturba Ghandhi Marg New Delhi made 

following submissions related to single point supply. 

¶ In rate schedule it is mentioned that to qualify under the LMV-1 

category, the single point consumer must have 70% of domestic load. It 

is understood that the remaining 30% of the total contracted load for 

the township / housing colonies which may be for non- domestic 

purpose inside the colony (including shops, club house etc.) should be 

billed at LMV-2 rates.  For loads ranging from 50 kW to below 75 kW, it 

is not always possible to maintain the ratio of percentage of domestic to 

non-domestic loads at 70:30 as sometimes the percentage of domestic 

load may reduce to 60% as well. Therefore, it is suggested that the 

single point consumers may be directed to recover the tariff from 

individual residents at either LMV-1 / LMV-2 tariff based on the purpose 

of supply. 

¶ Clarification is required regarding classification of load among LMV-1 & 

HV-1 in various residents, shop owners, townships and multiplexes in 

the state of UP. 

¶ Single point supply under LMV-1 category for construction purpose 

should be billed under temporary tariff category.70% of contracted load 

is to include lighting loads for common recreations facilities /Services 

such as club/ common room, GHS / Care taker office, street lighting, 

sewerage treatment plant, ventilation system, common / parking areas, 

dispensary, school, convenience stores /shops etc. for the residents of a 

housing colony, such lighting load inside housing colonies/township is 

for common lighting purposes for the benefit of residents and is not 

being used for any  non-domestic or commercial purposes .A single 

Point consumer taking supply at 11/33 KV for HV-1 category has to sub-

distribute the electricity at voltage 220/440 volts. Therefore he should 

be permitted to recover HV-1 tariff from the end consumers. 
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¶ It is proposed in the petition filed by the Licensees  that a single point 

consumer is required to provide information to all its consumers along 

with a copy of detailed computation of the amounts realized from all 

the individual consumers and the amount paid to the Licensee for a 

certain billing cycle. Such exercise will be unduly burdensome and 

problematic, making objector vulnerable to malicious litigations. It is 

suggested that the objector should be allowed to follow the billing 

format that is used by distribution Licensees for its consumers. 

¶ The Licensee has not provided any details or specific method for the 

computation of additional charge by the developer. Clarification to be 

provided in this regard. 

¶ There is no clarity on how the single point consumer will recover line 

losses incurred during supply of electricity on the distribution network 

maintained by developer/mall owner. The lack of recovery of 

transmission / distribution losses is adversely impacting the single-point 

consumers. In view of such lack of methodology, it is requested to the 

Commission to provide clarity on method of calculation and 

components for billing of additional 10% to consumers.  

¶ Instead of allowing levy and recovery of additional 10% from the 

consumer, the Commission may consider granting 10% to 15% rebate to 

single point consumers on the units consumed by them as they have to 

compensate on account of the power loss and also they have to 

construct, maintain and upgrade their own infrastructure /network for 

distributing power to end - consumers. 

¶ There is no minimum charge specified for single-point consumer. 

Therefore, the methodology for recovering minimum charge by single-

point consumers from end consumers needs to be specified. 

 

B) ¢ƘŜ tŜǘƛǘƛƻƴŜǊΩǎ ǊŜǎǇƻƴǎŜΥ 

 

3.2.5 NPCL submitted that clause 3(b) of the rate Schedule for LMV- 1 Category 

provided in the Tariff Order dated 18th June 2015 issued by the Commission 

states as follows- 

ά/ƭŀǳǎŜ оόōύ ΧΦ 
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The body seeking the supply at Single point for bulk loads under this 

category shall be considered as a deemed franchisee of the Licensee. Such 

body shall charge not more than 10% additional charge on the above 

specified Rate from its end consumers apart from other applicable 

charges such as Regulatory Surcharge, Penalty, Rebate and Electricity Duty 

ƻƴ ŀŎǘǳŀƭ ōŀǎƛǎέΦ 

3.2.6 Further, Clause 4.46 (b) (i) & (ii) of the U.P. Electricity Supply Code states as 

under ς  

άόƛύ¢ƘŜ ōǳƛƭŘŜǊ ƻǊ ǇǊƻƳƻǘŜǊ ƻŦ ǘƘŜ ŎƻƳǇƭŜȄ ƛƴ ǿƘƻǎŜ name the supply 

continues, is permitted to extend power supply to the individual owners of 

the flats etc. or to the lessee by installing sub-meters and to collect the cost 

of consumption of power from them on no profit or no loss basis (i.e. 

sharing of expenses of consumption of electricity) and this shall not be 

treated as unauthorized extension of supply or resale of energy. 

(ii) In case, the promoter or builder of the complex does not wish to have 

any stake in the complex after promoting the complex, the service 

connection originally availed may be permitted to be transferred in the 

name of an Association or Society that may be formed in the complex and 

registered and the service agency so formed is permitted to extend supply 

to the individual owners of the flats etc. or lessees by installing sub-meters 

and to collect the cost for consumption of power from them on no profit or 

no loss basis (i.e., sharing of expenses of consumption of electricity) and 

this shall not be treated as unauthorized extension or ǊŜǎŀƭŜ ƻŦ ŜƴŜǊƎȅΦέ 

3.2.7 Further Clause 4.47 relating to Single Point Bulk Supply of the U.P. Electricity 

Supply Code, 2005 states as follows- 

άΧΦtǊƻǾƛŘŜŘ ǘƘŀǘ ƛƴ όƛύ ŀƴŘ όƛƛύ ŀōƻǾŜΣ ǘƘŜ ōƻŘȅ ǘƘŀǘ Ƙŀǎ ǘŀƪŜƴ ǘƘŜ ǎƛƴƎƭŜ 

point connection shall be responsible for all payments of the electrical 

charges to the Licensee and for collection from the end consumers as per 

applicable tariff for ǘƘŜ ŎŀǘŜƎƻǊȅ ǳǎŜŘΦέ 

From the above, it is amply clear that the Colonizer/ Developer / builder or 

RWA etc. can recover from its end consumers the actual billing of the NPCL as 

well as additional charges not exceeding 10% of the aforesaid bill. 

Also, the aforesaid bodies can extend the temporary supply in the same 

category being billed by the NPCL. 
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3.2.8 To regulate the charges recoverable by the developer / builder /colonizer / 

RWA etc. from the consumers, they shall raise the bills under the same 

category at the same tariff as being charged in their respective bills by the 

NPCL.  

 

3.2.9 Further, it is submitted that a number of grievances relating to individual 

inhabitants of these multi-storied buildings/colonies came to the notice of the 

NPCL as well as the Commission. In the matter, the Commission had formed a 

committee for conducting ground survey for finding out feasible solution in the 

legal framework, which would address majority of concerns. On the basis of 

their observations and report submitted in this regard, the Commission has 

formulated broad framework which was circulated for our comments vide its 

letter no. UPERC/Secy/D(Tariff)/15-1419 dated October 15, 2015. The NPCL has 

submitted its comments on the same vide its letter no. P-77L(II)/ 040 dated 

December 2, 2015. 

 

3.2.10 Regarding rebate to Single Point Supply customer and proposed tariff increase 

the Licensee has submitted its ARR Petition for FY 2016-17 along-with retail 

tariff proposal to recover its Annual Revenue Requirement as well as 

accumulated Regulatory Asset is for the approval of the Commission. 

 

3.2.11 It is further submitted that Licensee has no objection in providing single point 

connection at more than one location in large housing societies subject to 

proper justification thereof, technical feasibility and compliances of all 

applicable rules and regulations. 

 

C) ¢ƘŜ /ƻƳƳƛǎǎƛƻƴΩǎ ǾƛŜǿΥ 

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

stakeholders in this regards. The applicable Tariffs for all the consumer 

categories have been designed in accordance with the Electricity Act, 2003 and 

the Tariff Policy. The details of all the aspects related to Tariff design have been 

covered subsequently in Chapter on Tariff Philosophy and Rate Schedule 

provided in this Order. 

 

A) Comments / Suggestions of the Public: 
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3.2.13 Power Purchase: Shri Rama Shankar Awasthi submitted that the power 

purchase cost of NPCL is much higher than the power purchase cost of UPPCL, 

NPCL being a private party, it is expected to have a lower power purchase cost 

as compared to UPPCL. It is requested that the power purchase cost may be 

prudently checked by the Commission. 

 

B) ¢ƘŜ tŜǘƛǘƛƻƴŜǊΩǎ ǊŜǎǇƻƴǎŜΥ 

3.2.14 The Licensee has been procuring power by following the due process of the 

competitive bidding and with the approval of the Commission. 

 

3.2.15 ¢ƘŜ ŎƻƳǇŀǊƛǎƻƴ ƻƴ ǇƻǿŜǊ ǇǳǊŎƘŀǎŜ Ŏƻǎǘ ƛǎ ƛƴŎƻǊǊŜŎǘ ǎƛƴŎŜ bt/[Ωǎ ǇǊƻƧŜŎǘŜŘ 

power purchase cost of Rs. 4.83 per unit is landed at its bus which in the case 

ƻŦ ƻǘƘŜǊ {ǘŀǘŜ 5ƛǎŎƻƳΩǎ ǿƻǊƪǎ ƻǳǘ ǘƻ wǎΦ пΦсо ǇŜǊ ǳƴƛǘ ŀǇǇǊƻȄΦ ƛΦŜΦ wǎΦ пΦпо Ҍ 

0.197. Further, as explained during public hearing as well, the aforesaid power 

purchase cost was estimated in November 2015 at the time of filing of the 

aforesaid ARR petition. However, subsequently, in view of the competitive 

biddings conducted for power procurement for FY 2016-17, the power 

purchase cost has come down drastically to Rs. 4.43 per unit as compared to 

Utt/[Ωǎ ǇƻǿŜǊ ǇǳǊŎƘŀǎŜ Ŏƻǎǘ ƻŦ wǎΦ пΦсо ǇŜǊ ǳƴƛǘΦ 

 

3.2.16 It is pertinent to mention here that apart from buying power in large volumes, 

¦tt/[Ωǎ 5ƛǎŎƻƳΩǎ ŀƭǎƻ Ƙŀǎ ǘƘŜ ǎǇŜŎƛŀƭ ŀŘǾŀƴǘŀƎŜ ƻŦ ǊŜŎŜƛǾƛƴƎ ǾŜǊȅ ŎƘŜŀǇ ǇƻǿŜǊ 

from the Central / State Generating Companies. In addition to the above, 

UPPCL procure power through Power Exchange, however, it does not allow 

open access for the same to the Licensee. 

 

C) ¢ƘŜ /ƻƳƳƛǎǎƛƻƴΩǎ ǾƛŜǿΥ 

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

stakeholders in this regards. The Commission has dealt with the issue of power 

purchase cost in relevant chapters of the Order while approving the truing up 

for FY 2014-15 and approving the ARR for FY 2016-17. 

 

A) Comments / Suggestions of the Public: 

ARR & True-up:  
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3.2.18 Shri Rama Shankar Awasthi submitted that the CAPEX proposed by NPCL is on 

higher side. It is requested that the CAPEX may be prudently checked by the 

Commission. 

Shri Rama Shankar Awasthi submitted that the ARR is not in accordance of Act. It is 

further submitted that without data and necessary information disclosed in ARR by the 

licensee, the hearing organized by the Commission is merely formality and not useful. 

 

B) ¢ƘŜ tŜǘƛǘƛƻƴŜǊΩǎ ǊŜǎǇƻƴǎŜΥ 

 

3.2.19 The Licensee has been submitted that the size and the volume of the Licensee 

is only around 1.5 ς 2.0 % as compare to the State Discoms and hence per unit 

comparison of CAPEX is misleading and, in fact, technically incorrect. It is 

pertinent to mention here that Greater Noida Area is newly developed 

township, wherein the Licensee is required to create a robust power 

distribution infrastructure on its own to meet the rapidly growing demand of 

the consumers. Unlike State Discoms, the Licensee does not get any grant / 

subsidy etc. on the CAPEX being incurred by it. Further, the Licensee does not 

get any advantage as available to the State Discom as the Licensee is required 

to incur the entire capital expenditure from buying the land at cost, construct, 

erect and commission the substations and lines whereas the other State 

Discoms like PVVNL, also operating in Noida, does not incur any cost on such 

capital expenditure because the same is being provided free of cost by State 

Govt. / Local Area Development Authority. As the Capex is done by the 

Licensee on its own, there is significant difference in the quality and reliability 

ƻŦ ǘƘŜ [ƛŎŜƴǎŜŜΩǎ ŘƛǎǘǊƛōǳǘƛƻƴ ƴŜǘǿƻǊƪ ƘŀǾƛƴƎ {ǘŀǘŜ ƻŦ ǘƘŜ !ǊǘΣ L¢ ϧ !ǳǘƻƳŀǘƛƻƴ 

technology in place as compared to distribution network of the State Discoms.   

 

3.2.20 The Licensee would also like to draw the kind attention of the Commission on 

the contradictory observation of Mr. R.S. Awasthi, while in para 27 of his letter 

ƛǘ ƛǎ ǎǘŀǘŜŘ ǘƘŀǘ άǘƘŜ ƛƴŦƻǊƳŀǘƛƻƴ ŀƴŘ ƛƴǇǳǘ ƻŦ ƻƴŜ ƭƛŎŜƴǎŜŜ ƛǎ ƴƻǘ ŀǇǇƭƛŎŀōƭe to 

ŀƴƻǘƘŜǊΩǎ ƭƛŎŜƴǎŜŘ ŀǊŜŀέΣ ǿƘŜǊŜŀǎ ƘŜ ƘƛƳǎŜƭŦ ƛǎ ŎƻƳǇŀǊƛƴƎ ŎŜǊǘŀƛƴ ǇŀǊŀƳŜǘŜǊǎ 

of NPCL with State Discoms which in fact are not comparable. 

 

C) ¢ƘŜ /ƻƳƳƛǎǎƛƻƴΩǎ ǾƛŜǿΥ 
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3.2.21 The ARR of NPCL has been approved after considering all the facts and figures 

which has been detailed subsequently in the Order. The Commission has 

approved the ARR and tariff for FY 2016-17 in accordance to the Electricity Act, 

2003 and UPERC Distribution Tariff Regulations, 2006 as amended from time to 

time.  

 

A) Comments / Suggestions of the Public: 

 

3.2.22 Regulatory Surcharge: Shri B.R. Bhati Chairman Indian Industries Association, 

Greater Noida requested to the Commission to direct and guide the NPCL not 

to charge the 8% Regulatory Surcharge. 

 

B) ¢ƘŜ tŜǘƛǘƛƻƴŜǊΩǎ ǊŜǎǇƻƴǎŜΥ 

 

3.2.23 The Commission is fully aware of the circumstances / reasons under which the 

regulatory asset has been created in the books of accounts of the NPCL. The 

same has also been explained in detail in its ARR petitions submitted from time 

to time before the Commission. In nutshell, in the absence of cost reflective 

tariffs during past eight years, the revenue gap was created for which the NPCL 

was forced to borrow loans from banks adding interest burden to the revenue 

gap further. Therefore, despite being one of the most efficient power 

Distribution Company, the revenue gap has been created which was beyond its 

control. Thus, for the purpose of recovery of accumulated regulatory asset 

over last 8 years, the Commission has allowed regulatory surcharge @ 8%, 

which will be removed once regulatory assets are fully recovered by the NPCL. 

NPCL also quoted the following provision of revised Tariff Policy 2016: 

 

ά¢ƘŜ ŦŀŎƛƭƛǘȅ ƻŦ ŀ ǊŜƎǳƭŀǘƻǊȅ ŀǎǎŜǘ Ƙŀǎ ōŜŜƴ ŀŘƻǇǘŜŘ ōȅ ǎƻƳŜ wŜƎǳƭŀǘƻǊȅ 

Commissions in the past to limit tariff impact in a particular year. This 

should be done only as a very rare exception in case of natural calamity or 

force majeure conditions and subject to the following:  

a. Under business as usual conditions, no creation of Regulatory Assets 

shall be allowed;  

b. Recovery of outstanding Regulatory Assets along with carrying cost of 

Regulatory Assets should be time bound and within a period not exceeding 
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seven years. The State Commission may specify the trajectory for the 

ǎŀƳŜΦέ 

In view of the above the existing Regulatory Surcharge @ 8% need to be 

continued in addition to the proposed retail tariffs to enable the NPCL to 

recover in full its current cost and partly liquidate the accumulated 

regulatory asset. 

 

C) ¢ƘŜ /ƻƳƳƛǎǎƛƻƴΩǎ ǾƛŜǿΥ 

3.2.24 The Regulatory Surcharge is allowed to recover the past unrecovered gaps. The 

Commission has determined the tariff in accordance to the Electricity Act, 2003 

and UPERC Distribution Tariff Regulations, 2006. The issue of regulatory 

surcharge has been addressed subsequently in this Order. 

 

A) Comments / Suggestions of the Public: 

3.2.25 Audit of Accounts: Shri B.R. Bhati Chairman Indian Industries Association, 

Greater Noida submitted that NPCL account should be completely audited for 

prudent check of expenditure and income. 

 

B) ¢ƘŜ tŜǘƛǘƛƻƴŜǊΩǎ ǊŜǎǇƻƴǎŜΥ 

3.2.26 All expenses such as Power Purchase Cost, T &D Losses, interest and finance 

charges, depreciation and income tax etc. are examined in detail by the expert 

professional consultants appointed by the Commission as well as by the 

concerned officials of the Commission before approval of the same. Further O 

& M expenses are also approved by the Commission on a normative basis 

although actual O & M expenses incurred are higher. The Return on Equity is 

also approved by the Commission as per the regulatory norms only. The 

revenue of the NPCL is also in accordance with the retail tariffs approved by 

the Commission from time to time. 

3.2.27 In addition to the above, we would also like to submit that NPCL being a public 

limited NPCL incorporated under the Companies Act, 1956 (since replaced with 

the Companies Act, 2013), its Annual Accounts are subject to Statutory Audit 

by Independent Auditors duly appointed by the shareholders of the NPCL. The 

LƴŘŜǇŜƴŘŜƴǘ !ǳŘƛǘƻǊΩǎ wŜǇƻǊǘ ƻƴ ǘƘŜ !ƴƴǳŀƭ !ŎŎƻǳƴǘǎ ƛǎ ǎǳōƳƛǘǘŜŘ ǘƻ ǘƘŜ 

Central Government, shareholders including GNIDA, various Government 
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Department such as Income Tax, Sales Tax and Financial Institutions and Banks. 

In addition to the above, the Annual Accounts of the NPCL are also required to 

be audited by Cost Accountants appointed by Govt. of India and the report is 

submitted to the Central Govt., shareholders including GNIDA, various 

Government Department such as Income Tax, Sales Tax and Financial 

Institutions and banks.  

3.2.28 The Audited Annual Accounts along with Independent Auditors Report as well 

as Cost Auditors Report are also submitted to the Commission for truing up of 

the Annual Revenue Requirement which are once again examined in detail by 

the expert professional consultants appointed by the Commission as well as by 

the concerned officials of the Commission before approval of the same. 

 

C) ¢ƘŜ /ƻƳƳƛǎǎƛƻƴΩǎ ǾƛŜǿΥ 

3.2.29 The Commission has noted the submission of the Petitioner and Licensee. The 

Commission carries out the prudence check of the all the elements of ARR as 

per Audited accounts before allowing the same while carrying out the truing 

up. 

 

A) Comments / Suggestions of the Public: 

3.2.30 Promoting Solar Energy:Shri B.R. Bhati Chairman Indian Industries Association, 

Greater Noida submitted that as Govt. is promoting Solar energy hence 

comparative costing is required , in peak summers.  NPCL is not able to meet 

peak demand and this deficit could be met by solar energy. 

 

B) ¢ƘŜ tŜǘƛǘƛƻƴŜǊΩǎ ǊŜǎǇƻƴǎŜΥ 

3.2.31 The cost of solar power purchase by the NPCL is approved by the Commission. 

 

C) ¢ƘŜ /ƻƳƳƛǎǎƛƻƴΩǎ ǾƛŜǿΥ 

3.2.32 The Commission has noted the Comment and suggestion of stakeholders.The 

Commission has already come up with solar policy to tap the potential of solar 

energy. 

 

A) Comments / Suggestions of the Public: 
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Fixed Charges / Minimum Charges: 

3.2.33 Shri B.R. Bhati Chairman Indian Industries Association, Greater Noida submitted 

that Demand charge / fixed charge should not be more than Rs. 100 per kW any 

additional charge due to loss may be adjusted into unit charge. 

3.2.34 Shri Vikas Sharma submitted that imposing minimum charges on small 

shopkeepers is arbitrary and should be removed as there are many small 

shopkeepers who use less than 40 units per month and they have to pay Rs. 

3000 per month. It is further submitted that the units sold should be audited by 

CAG /equivalent Department and extra collected revenue should be returned to 

consumers. He further submitted that the theft of electricity must be stopped. 

 

B) ¢ƘŜ tŜǘƛǘƛƻƴŜǊΩǎ ǊŜǎǇƻƴǎŜΥ 

3.2.35 NPCL submitted that the minimum charges are levied to recover the fixed 

expenses incurred to keep the network as well as supply always ready for the 

consumers to the extent of the contracted demand. Hence, mminimum 

charges are vital and necessary. This was also observed by the Commission in 

its various tariff orders issued from time to time. The distribution licensee is 

required to recover its Annual Revenue Requirement for a given financial year 

through retail tariffs, which consist of fixed and variable charges.  

 

3.2.36 As regards to fixed charges, clause 8.4 of the Revised Tariff Policy 2016 

stipulates as under: 

άTwo-part tariffs featuring separate fixed and variable charges and time 

differentiated tariff shall be introduced on priority for large consumers 

(say, consumers with demand exceeding 1 MW) within one year and 

subsequently for all consumers within a period of five years or such period 

as may be specified. This would also help in flattening the peak and 

ƛƳǇƭŜƳŜƴǘƛƴƎ ǾŀǊƛƻǳǎ ŜƴŜǊƎȅ ŎƻƴǎŜǊǾŀǘƛƻƴ ƳŜŀǎǳǊŜǎΦέ 

 

Accordingly, fixed charges need to be continued 

 

C) ¢ƘŜ /ƻƳƳƛǎǎƛƻƴΩǎ ǾƛŜǿΥ 

3.2.37 The Commission has noted the Comment and suggestion of stakeholders and 

the Licensees. The applicable Tariffs for all the consumer categories have been 

designed in accordance with the Electricity Act, 2003 and the Tariff Policy. The 
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details of all the aspects related to Tariff design have been covered 

subsequently in Chapter of Tariff Philosophy and Rate Schedule provided in this 

Order. 

 

A) Comments / Suggestions of the Public: 

Tariff Hike: 

 

3.2.38 Shri B.R. Bhati Chairman Indian Industries Association, Greater Noida submitted 

that State Govt. is promoting small and medium Industries but electricity Tariff 

as proposed by NPCL for MSME is among the highest.  Electricity tariff for 

MSME and the same should be comparable to other nearby states to promote 

MSME sector. 

 

3.2.39 Shri Deepak Bhati, General Secretary, Golden federation, RWA, Greater Noida,  

Gautam budh Nagar submitted that higher tariff is being billed for Domestic 

category  in Greater Noida in comparison to Delhi and Noida. Hence no further 

hike in Tariff should be accepted.  

 

3.2.40 Shri Jitendra Parteek Chairman, Gautambudh Nagar Vikas Munch submitted 

that Industries particularly in Greater Noida are facing stiff completion with 

peer industries in NCR and other States where cheap power is available and 

with better supply. Hence lots of industries have already shifted and remaining 

on the verge of shutdown. Hence they requested the Commission to not allow 

the further hike in Tariff. 

 

B) ¢ƘŜ tŜǘƛǘƛƻƴŜǊΩǎ ǊŜǎǇƻƴǎŜΥ 

 

3.2.41 The Commission may kindly suitably decide retail tariffs as per the  proposal 

submitted by the NPCL along-with ARR Petition for FY 2016-17 considering its 

Annual Revenue Requirement for FY 2016-17 and recovery of accumulated 

Regulatory Asset. 

3.2.42 The proposal to subsidized tariff for MSME Consumers is contrary to the 

provisions of the Electricity Act, 2003 which stipulates reduction and 

elimination of cross subsidies. 

 

C) ¢ƘŜ /ƻƳƳƛǎǎƛƻƴΩǎ ǾƛŜǿΥ 
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3.2.43 The Commission has noted the submission of the Petitioner. The Commission 

after prudence check has approved the ARR of the Licensee and accordingly the 

tariff has been designed for each consumer category. The details of all the 

aspects related to Tariff design have been covered subsequently in Chapter of 

Tariff Philosophy and Rate Schedule provided in this Order. 

 

A) Comments / Suggestions of the Public: 

Tariff Structure: 

3.2.44 Shri B.R. Bhati Chairman Indian Industries Association, Greater Noida has 

requested the Commission to provide Permanent Connection instead of 

Temporary Connection to the new Industrial Unit under establishment, as they 

are being penalized under UUE (Unauthorized use of Electricity) for 

unknowingly starting the production with temporary Connection. He further 

submitted that neither the new Industrialist are aware about this information 

nor the Licensee has taken any steps to create awareness among the 

Consumer. 

3.2.45 S B.R. Bhati Chairman Indian Industries Association, Greater Noida further 

submitted that LMV-6 & HV-2 should be included along with LMV-1 & LMV-5 

under 100% surcharge wavier scheme. 

3.2.46 Shri Atul Sharma Advocate Surajpur, Greater Noida submitted NPCL is billing as 

per urban schedule in rural area, hence it is requested to the Commission that 

immediate action should be taken for this regard. It is further stated that 

instead of fast meters correct meter should be installed by NPCL in the 

consumer premises. 

 

B) ¢ƘŜ tŜǘƛǘƛƻƴŜǊΩǎ ǊŜǎǇƻƴǎŜΥ 

3.2.47 The temporary connection is provided as per section 4.10(a) of the Supply Code 

2005 which is as follows:- 
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ά[ƛŎŜƴǎŜŜ Ƴŀȅ ƎǊŀƴǘ ǘŜƳǇƻǊŀǊȅ ǎǳǇǇƭȅ ŦƻǊ ŀ ǇŜǊƛƻŘ ƴƻǘ ŜȄŎŜŜŘƛƴƎ н ȅŜŀǊǎ 

for building construction and three months for other purposes (up to six 

months for cane crushers/other seasonal processes) of temporary nature, 

ǳƴƭŜǎǎ ƻǘƘŜǊǿƛǎŜ ǇǊƻǾƛŘŜŘ ƛƴ ǘƘŜ ǘŀǊƛŦŦ ƻǊŘŜǊΦέ 
 

The consumers can apply for permanent connection as soon as 

construction work is over and production is commenced. 

 

Regarding allegation of malpractices, if any, the consumers are requested 

to immediately bring the same to the notice of the NPCL for appropriate 

action thereon. 

3.2.48 The Commission has provided relief from delayed payment surcharge to rural 

and agricultural consumers of LMV-1 and LMV-5 categories of drought-hit 

areas of the State. The aforesaid waiver has been provided in view of the 

financial hardship suffered by these consumers due to natural calamity. 

However, no such justification or hardship exists in case of consumers of LMV-

6 category and therefore, the waiver of surcharge are not recommendable. 

3.2.49 Regarding the issue, rural consumer being charged as per rate schedule for 

urban consumer, the Licensee has submitted that it is pertinent to mention 

ƘŜǊŜ ǘƘŀǘ ǎƛƴŎŜ ƭŀǎǘ ŦŜǿ ȅŜŀǊǎ ǘƘŜ ŘƛǾƛŘŜ ōŜǘǿŜŜƴ ά¦Ǌōŀƴέ ŀƴŘ άwǳǊŀƭέΣ 

especially in Greater Noida area, is fast disappearing. The economic affluence, 

subsequent to receiving large amount of compensation for land acquisition, 

has resulted in tremendous shift in the lifestyle and consumption of electricity 

of the erstwhile villages/rural areas. The increasing use of almost all available 

electric and electronic gadgets such as T.V., Air Conditioners, Fridge, Geysers, 

Heaters and other appliances have significantly added their electricity 

consumption. Further despite ownƛƴƎ ŎŀǊǎ ƛƴŎƭǳŘƛƴƎ {¦±ΩǎΣ ƳǳƭǘƛǇƭŜ ǎƳŀǊǘ 

phones, computers / laptops, there is still a huge resistance for payment of 

electricity bills as per metered consumption resulting in large scale of 

electricity theft and non-payment of bills. When strict action is taken to 

prevent the above, all kind of false allegations are made against the NPCL apart 

from holding demonstration, agitations, abusing and manhandling employees 

of the NPCL to put undue pressure and disrupt its functioning. This is evident 

from the fact that not even a single complaint is lodged either with the NPCL or 

with CGRF or in the monthly camps organized by CGRF for redressal thereof. 
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3.2.50 Further NPCL reproduced the clarification submitted on 23rd Feb, 16 to the 

Commission in reply to its letter no. UPERC/Secretary/D(Tariff) 16-1985 dated 

нфǘƘ WŀƴǳŀǊȅΣ нлмсƻƴ ŎƭŀǎǎƛŦȅƛƴƎ άwǳǊŀƭέ ŀƴŘ ά¦Ǌōŀƴέ {ŎƘŜŘǳƭŜΥ- 

 

 άwǳǊŀƭ {ŎƘŜŘǳƭŜΥ !ǾŜǊŀƎŜ мн - 14 hours per day Supply availability in Rural 

Areas with the condition that supply would not be available during peak 

hours i.e. between 18:00 hrs. to 22:00 hrs. The supply availability may be 

reduced due to grid / transmission constraints, feeder outages due to 

planned / preventive / breakdown maintenance, for attending consumer 

complaints etc. For above reasons, if it is not possible to provide supply as 

per 12 ς 14 hours per day schedule, specific written approval of Sr. 

Manager (Operations) shall have to be obtained, who will ensure that 

minimum supply availability of 8 - 10 hours per day. 

 

Urban Schedule: Round the Clock Supply availability in Urban Areas. The 

supply availability may be reduced due to grid / transmission constraints, 

feeder outages owing to planned / preventive / breakdown maintenance, 

ŦƻǊ ŀǘǘŜƴŘƛƴƎ ǘƻ ŎƻƴǎǳƳŜǊ ŎƻƳǇƭŀƛƴǘǎ ŜǘŎΦέ 

3.2.51 From the above it is evident that barring transmission constraints or 

breakdown, NPCL has been giving power supply to all the villages in 

accordance with the pre-determined schedule including in peak hours which is 

highly unlikely anywhere else in the State. Accordingly, the NPCL raises bills for 

the same on the consumers. 

 

C) ¢ƘŜ /ƻƳƳƛǎǎƛƻƴΩǎ ǾƛŜǿΥ 

3.2.52 The Commission has noted the submission of the Stakeholders and Petitioner in 

this regard. 

 

A) Comments / Suggestions of the Public: 

3.2.53 NPCL Own Generation:Shri Jitendra Parteek Chairman, Gautambudh Nagar 

Vikas Munch and Shri B.R. Bhati Chairman Indian Industries Association, 

Greater Noida submitted that NPCL was granted contract in Greater Noida with 

the commitment to erect and run Power Plant. But they have failed to do so till 

date. This is the main reason behind acute shortage of Power availability in 

Greater Noida.  Commission may order NPCL to full fill their commitment with 

specific deadlines. 
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B) ¢ƘŜ tŜǘƛǘƛƻƴŜǊΩǎ ǊŜǎǇƻƴǎŜΥ 

3.2.54 The issue of setting up own generating station by the NPCL is not relevant 

especially after Electricity Act, 2003. The NPCL has already entered into a Long 

Term Power Purchase Agreement for 187 MW with M/s. Dhariwal 

Infrastructure Limited for 25 years which has since been duly approved by the 

Commission. Further we would also like to submit as under:- 

¶  In NCR, only Gas based power plant can be set-up.   

¶ All approvals regarding the setting up of the power plant were taken 

from time to time. 

¶ Further it is a well-known fact that the gas is not available even to feed 

existing gas based power plants (almost 20000 MW gas based power 

plants are operating at an average PLF of 20% only). 

¶ The CEA vide its letter dt. 12.01.2012, ƛƴ ǊŜǇƭȅ ǘƻ bt/[Ωǎ ǊŜǉǳŜǎǘ ŦƻǊ 

allocation of gas for its proposed 400 MW CCGT power plant in Greater 

Noida, advised that the Gas Allocation to our project along with other 

projects for 12th Plan would be decided by MoP / MoP&NG / EGoM 

subject to availability of gas to power sector from new discoveries and 

other sources. 

¶  In an important information released by the MoP on 17th August 2012 

(downloaded from the official website of Press Information Bureau, 

GoI), the then Union Minister of State for power, Shri K. C. Venugopal 

informed Lok Sabha, inter-alia that due to the reduced availability of 

domestic gas, no allocation could be made to any new plants proposed 

for 12th Plan. MoP / CEA has issued an advisory to all the developers of 

gas based power plants not to plan for any gas based power plants as 

there is no certainty of availability of the same. 

 

C) ¢ƘŜ /ƻƳƳƛǎǎƛƻƴΩǎ ǾƛŜǿΥ 

3.2.55 As regards setting up own generating station, the Commission has taken note of 

ǘƘŜ ǎǘŀƪŜƘƻƭŘŜǊΩǎ ŎƻƳƳŜƴǘǎ ŀƴŘ tŜǘƛǘƛƻƴŜǊΩǎ ǊŜǎǇƻƴǎŜΦ Lƴ hǊŘŜǊ ǘƻ ƻǇǘƛƳƛȊŜ ǘƘŜ 

overall power cost, the Commission in last year Tariff Order dated June 18, 

2015 has given direction to Licensee to enter into a long term PPA within six 

months and to submit the status of the same. In reply to directive, Licensee 
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submitted that they have entered into a long term PPA with M/s Dhariwal 

Infrastructure Ltd. On September 26, 2014 for a period of 15 years for supply of 

187 MW power. 

 

A) Comments / Suggestions of the Public: 

3.2.56 TOD Billing: Shri Jitendra Parteek Chairman, Gautambudh Nagar Vikas Munch 

ǎǳōƳƛǘǘŜŘ ǘƘŀǘ ŘǳǊƛƴƎ tŜŀƪ ƘƻǳǊΩǎ ǘŀǊƛŦŦ ƛǎ ŎƘŀǊƎŜŘ мр҈ ŜȄǘǊŀ ǿƘŜǊŜŀǎ ƛƴ ƴƛƎƘǘ 

hours there is incentive of 7.5 %. Percentage must be same or better for 

encouraging industries to run their units and consume more in off-peak hours. 

It is also submitted that small and medium consumers including LMV-6 should 

not be billed under TOD mechanism in the similar way as applicable in Delhi 

Discoms. 

 

B) ¢ƘŜ tŜǘƛǘƛƻƴŜǊΩǎ ǊŜǎǇƻƴǎŜΥ 

3.2.57 The Petitioner submitted that Clause 8.4.1 of the Revised Tariff Policy dated 

28th January, 2016 states as under:- 

 

ά¢ǿƻ-part tariffs featuring separate fixed and variable charges and time 

differentiated tariff  shall be introduced on priority for large consumers 

(say, consumers with demand exceeding 1 MW) within one year and 

subsequently for all consumers within a period of five years or such period 

as may be specified. This would also help in flattening the peak and 

ƛƳǇƭŜƳŜƴǘƛƴƎ ǾŀǊƛƻǳǎ ŜƴŜǊƎȅ ŎƻƴǎŜǊǾŀǘƛƻƴ ƳŜŀǎǳǊŜǎΦέ 

 

3.2.58 Thus, from the above, it is established that TOD rate schedule is required for 

flattening the load curve and to promote energy conservation. 

 

3.2.59 In fact, differential time pricing is a tariff mechanism in use across various 

countries and is a very important tool to bring in Demand Side Management of 

electricity. 

 

3.2.60 Current mechanism of charging premium @ 15% on consumption during peak 

hours and discount @ 7.50% on consumption during off-peak hours is also in 

accordance with the trend of electricity prices prevailing in Open Access 

market. 
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C) ¢ƘŜ /ƻƳƳƛǎǎƛƻƴΩǎ ǾƛŜǿΥ 

3.2.61 The Commission has noted the submission of stakeholder and Licensee and 

same has been addressed subsequently in this Order. 

 

A) Comments / Suggestions of the Public: 

3.2.62 Line Losses: 

3.2.63 Shri Jitendra Parteek Chairman, Gautambudh Nagar Vikas Munch submitted 

that Line losses of NPCL are very low compared to other Discoms, and revenue 

collection is highest in the country, hence NPCL should offer loyalty discounted 

tariff to its honest consumers. 

3.2.64 Shri  Rama Shankar Awasthi submitted that NPCL has proposed proposed 

increased losses i.e. 8.10%, 8.29% and 8.56% for FY 2014-15 , FY 2015-16 and FY 

202016-17 respectively . It is requested to the Commission the loss should not 

be allowed more than 8% in any case for FY 2016-17. 

 

B) ¢ƘŜ tŜǘƛǘƛƻƴŜǊΩǎ ǊŜǎǇƻƴǎŜΥ 

 

3.2.65 The Petitioner submitted that the benefits of the overall efficiency of the NPCL 

are shared among all consumers and hence no additional discount is required 

to be given.  

 

3.2.66 The Petitioner also submitted that the T&D Losses of 8% were fixed long back 

when the Licensee used to supply 45 MVA power in Greater Noida area 

including industries and currently it is distributing more than 45 MVA power in 

rural areas only, from where most of the thefts are reported. In addition to the 

above, the Licensee has been highlighting the various genuine concerns coming 

in the way to contain T & D Losses at 8%, such as increasing LT:HT ratio, pre-

engaged and inadequate local administration support having no priority to 

prevent power theft cases, non-disposal of theft cases filed in the designated  

Special Court even after lapse of more than 5-6 years, illegal colonies, sparsely 

/ scattered population at many sectors, frequent threats and  physical abuse to 

the employees of the Licensee engaged in operations/ commercial / loss 

control activities, frequent & sometimes even violent motivated agitations 

against the Licensee for unlawful illegal demands including high degree of 

political interference etc. 
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3.2.67 NPCL further submitted that despite the above constraints the Licensee has 

been trying its best to contain T & D Losses at around 8% which at times may 

vary and should be allowed in view of various reasoning/ justifications provided 

in the ARR for FY 2016-17 in overall perspective. 

 

C) ¢ƘŜ /ƻƳƳƛǎǎƛƻƴΩǎ ǾƛŜǿΥ 

3.2.68 The Commission has noted the submission of stakeholder and Licensee and 

same has been addressed subsequently in this Order. 

 

A) Comments / Suggestions of the Public: 

3.2.69 Hours of Supply: 

3.2.70 Adarsh Samaj Gram Vikas Samiti, Greater Noida submitted that Rural areas of 

Greater Noida are still getting power supply of only 7 to 8 hours, that too with 

interruptions, as NPCL has not been able to establish the required 

infrastructure. Further Adarsh Samaj Gram Vikas Samiti added that the 

company is not addressing the consumer grievances satisfactorily and thus it 

requested to the Commission to take necessary action against NPCL. 

3.2.71 Shri Deepak Bhati, General Secretary, Golden federation, RWA, Greater Noida 

submitted that NPCL has promised 24 hours of uninterrupted supply to its 

consumer which is not been fulfilled, power cut has been observed in various 

sectors of Greater Noida. Hence electricity must be supplied for 24 hours in 

Greater Noida Area. 

 

B) ¢ƘŜ tŜǘƛǘƛƻƴŜǊΩǎ ǊŜǎǇƻƴǎŜΥ 

3.2.72 The Complaint is false, baseless and mis-leading, therefore, merits no reply. As 

and when, any specific complaintsare received from any consumer, prompt 

action is being taken to resolve the same immediately. 

 

C) ¢ƘŜ /ƻƳƳƛǎǎƛƻƴΩǎ ǾƛŜǿΥ 

3.2.73 The Commission has noted the submission of stakeholder and Licensee 

. 

A) Comments / Suggestions of the Public: 
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3.2.74 Subsidized Tariff For Agricultural Related Activities: Shri Sudan Netrapal 

submitted that the Tariff for Agriculture related activates like research and 

training should be given at reasonable rate 

 

B) ¢ƘŜ tŜǘƛǘƛƻƴŜǊΩǎ ǊŜǎǇƻƴǎŜΥ 

3.2.75 The Petitioner submitted that it has filed its ARR Petition for FY 2016-17 along-

with retail tariff proposal to recover its Annual Revenue Requirement as well as 

accumulated Regulatory Asset for the approval of the Commission. 

 

C) ¢ƘŜ /ƻƳƳƛǎǎƛƻƴΩǎ ǾƛŜǿΥ 

3.2.76 The Commission has noted the submission of the Stakeholders and Petitioner in 

this regard and dealt with the issue in the appropriate chapter of Order. 

 

3.3 LIST OF ATTENDEES: 
 

3.3.1 The list of individuals and organizations who have submitted their objections / 

suggestions / comments on the ARR & Tariff petition in writing & in oral are 

given in Annexure 14.1. 
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4. REVISED TRUE-UP FOR FY 2013-14 

¢ƘŜ tŜǘƛǘƛƻƴŜǊ ŀƎƎǊƛŜǾŜŘ ōȅ ǘƘŜ /ƻƳƳƛǎǎƛƻƴΩǎ ¢ŀǊƛŦŦ hǊŘer for FY 2015-16 dated 

WǳƴŜ муΣ нлмр ŦƛƭŜŘ ŀƴ ŀǇǇŜŀƭ ōŜŦƻǊŜ ǘƘŜ IƻƴΩōƭŜ !t¢9[ ƻƴ ǾŀǊƛƻǳǎ ƛǎǎǳŜǎ. 

IƻƴΩōƭŜ !t¢9[ ƻƴ WǳƴŜ нΣ нлмс ƎŀǾŜ ƛǘǎ Ŧƛƴŀƭ ƧǳŘƎƳŜƴǘ ƛƴ ǘƘƛǎ ǊŜƎŀǊŘΦ The 

underlying principle of fixation rate of interest on working capital and carrying 

cost is being agitated in the higher court. However, presently, the rate has been 

ŎŀƭŎǳƭŀǘŜŘ ƻƴ ǘƘŜ ōŀǎƛǎ ƻŦ IƻƴΩōƭŜ !t¢9[Ωǎ hǊŘŜǊΦ The issues which required 

modification / re-ŎƻƳǇǳǘŀǘƛƻƴ ƛƴ ŎƻƴǎŜǉǳŜƴŎŜ ǘƻ ǘƘŜ WǳŘƎƳŜƴǘ ƻŦ ǘƘŜ IƻƴΩōƭŜ 

APTEL in the matter of True up for FY 2013-14 has been discussed below.  

4.1 INTEREST ON WORKING CAPITAL: 

4.1.1 The Commission in its Tariff Order dated June 15, 2015 in the matter of truing 

up for FY 2013-14 and for determination of ARR for FY 2015-16 approved rate 

of interest on working capital at 12.50% in place of the weighted average of SBI-

PLR as considered in its previous Tariff Orders considering the replacement of 

BPLR with the Base Rate system for levying interest on loan vide άaŀǎǘŜǊ 

Circular - LƴǘŜǊŜǎǘ wŀǘŜǎ ƻƴ !ŘǾŀƴŎŜǎέ ŘŀǘŜŘ Wuly 2, 2012, of RBI which 

mandated all loans to be priced only with reference to base rate with effect 

from July 1, 2010. The Clause 4.8.2(b) of the UPERC Distribution Tariff 

Regulations, 2006 provides for bank rate as specified by the Reserve Bank of 

India for the relevant year plus a margin as decided by the Commission. The 

tŜǘƛǘƛƻƴŜǊ ŎƘŀƭƭŜƴƎŜŘ ǘƘƛǎ ƳŀǘǘŜǊ ōŜŦƻǊŜ ǘƘŜ IƻƴΩōƭŜ !t¢9[Φ ¢ƘŜ IƻƴΩōƭŜ !t¢9[ 

in its Judgment dated June 2, 2016 held that the Commission has deviated from 

the provisions of the applicable Distribution Tariff Regulations while computing 

the interest rate on working capital and decided the matter in favor of the 

Petitioner. The relevant extract of the same had been reproduced below: 

άōΦ  LŦ ƴŜŜŘ ǿŀǎ ŦŜƭǘ ōȅ ǘƘŜ {ǘŀǘŜ /ƻƳƳƛǎǎƛƻƴ ŘǳŜ ǘƻ ŎƘanged 

scenario in view of RBI guidelines regarding adoption of Base Rate, 

necessary amendments must have been carried out in the said 

Regulations.  

c. Hence on this issue too, we are of the opinion that the 

methodology adopted by the State Commission of considering SBI-PLR 

ǊŀǘŜ ŀǎ Ψ.ŀƴƪ wŀǘŜ Ǉƭǳǎ aŀǊƎƛƴΩΣ ǎƛƴŎŜ ƴƻǘƛŦƛŎŀǘƛƻƴ ƻŦ 5ƛǎǘǊƛōǳǘƛƻƴ ¢ŀǊƛŦŦ 

Regulations 2006 should have been continued while deciding the ARR 

requirement of the Appellant for FY 2015-16 and Truing-up of the 

Financials for FY 2013-14 through the Impugned Tariff Order. 
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ŘΦ¢Ƙƛǎ ƛǎǎǳŜ ƛǎ ŘŜŎƛŘŜŘ ƛƴ ŦŀǾƻǳǊ ƻŦ ǘƘŜ !ǇǇŜƭƭŀƴǘΦέ 

άƛΦ Lƴ ƻǳǊ ǾƛŜǿΣ  the State Commission has deviated from the 

provisions of the applicable Distribution Tariff Regulations while 

computing the interest rate on working capital in the Impugned Tariff 

Order.  If State Commission is of the opinion that after RBI guidelines of 

adopting Base Rate system in place of Benchmark Prime Lending Rate 

(BPLR) with effect from July 1st, 2010, there is a need to change the 

relevant provisions of Distribution Tariff Regulations, necessary 

amendments in these Regulations must have been carried out by them 

after due process of consultations with the Stakeholders.   

j. As the  Working Capital as well as Interest on Working Capital 

parameters  are  being  decided based on  normative values, values for 

these parameters cannot be taken into consideration while allowing the 

same in the main petition or at the time of truing up.  

ƪΦ IŜƴŎŜ ǘƘƛǎ ƛǎǎǳŜ ƛǎ ŘŜŎƛŘŜŘ ƛƴ ŦŀǾƻǳǊ ƻŦ ǘƘŜ !ǇǇŜƭƭŀƴǘΦέ 

4.1.2 The interest on Working Capital has been recomputed as per the direction of 

ǘƘŜ IƻƴΩōƭŜ !t¢9[ ŎƻƴǎƛŘŜǊƛƴƎ ǿŜƛƎƘǘŜŘ ŀǾŜǊŀƎŜ {.L t[w ǊŀǘŜ ŀǎ ǇǊƻǾƛŘŜŘ ƛƴ ǘƘŜ 

table provided below: 

Table 4:1: INTEREST ON WORKING CAPITAL AS APPROVED BY THE COMMISSION FOR FY 2013-
14 (Rs. Crore) 

Particulars Approved 
vide T.O. 
31/05/13 

True-up 
Petition 

Approved 
upon Truing 
Up vide T.O. 

18/6/15 

Revised 
True-Up as 
ǇŜǊ IƻƴΩōƭŜ 
APTEL Judg. 

dated 2/6/16 

One Month's O&M Expenses 3.07 3.42 2.97 2.97 

One-twelfth of the sum of the book 
value of materials in stores at the end 
of each month of such financial year. 

15.00 14.28 14.28 14.28 

Receivables equivalent to 60 days 
average billing on consumers 

136.58 135.71 135.71 135.71 

Gross Total 154.65 153.42 152.97 152.97 

Total Security Deposits by the 
Consumers reduced by Security 
Deposits under section 47(1)(b) of 
the Electricity Act 2003 

    

Opening Balance 77.89 79.07 79.07 79.07 

Received during the year 15.00 25.01 25.01 25.01 

Closing Balance 92.89 104.09 104.08 104.08 
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Particulars Approved 
vide T.O. 
31/05/13 

True-up 
Petition 

Approved 
upon Truing 
Up vide T.O. 

18/6/15 

Revised 
True-Up as 
ǇŜǊ IƻƴΩōƭŜ 
APTEL Judg. 

dated 2/6/16 

Less: Security Deposit with UPPCL 11.28 11.28 11.28 11.28 

Net Security Deposits by the 
Consumers reduced by Security 
Deposits under section 47(1)(b) of the 
Electricity Act 2003 

74.11 80.30 80.30 80.30 

Net Working Capital 80.54 73.12 72.67 72.67 

Rate of Interest for Working Capital 14.61% 14.58% 12.50% 14.58% 

Interest on Total Working Capital 11.77 10.66 9.08 10.60 

 

4.2 NON TARIFF INCOME: 

4.2.1 The Non-Tariff Income includes delayed payment surcharge, miscellaneous 

charges, income from investments, interest on fixed deposits and income from 

consultancy business. The non-tariff income claimed by NPCL for truing-up for 

FY 2013-14 was Rs. 1.87 Crore.  

4.2.2 In order to appropriately compensate for the cost incurred for financing that 

deferred payment beyond the normative period, the Commission in its Tariff 

Order dated June 18, 2015 had reduced the amount of non-tariff income by the 

financing costs of DPS. 

4.2.3 The financing cost of delayed payment surcharge was computed by the 

Commission based on the actual DPS for the year. The DPS was grossed up 

conservatively based on the highest applicable surcharge rate which is 1.5% per 

month. 

4.2.4 The Commission has been considering the SBI PLR rate for computing the cost 

of borrowing DPS to be a part of non-tariff income till FY 2014-15. The 

Commission in its Tariff Order for FY 2015-16 considered the interest rate of 

12.50% for computing cost of borrowing DPS  in line with the replacement of 

BPLR with the Base Rate system for levying interest on loan vide άaŀǎǘŜǊ 

Circular - LƴǘŜǊŜǎǘ wŀǘŜǎ ƻƴ !ŘǾŀƴŎŜǎέ ŘŀǘŜŘ Wǳƭȅ нΣ нлмн, issued by RBI. The 

tŜǘƛǘƛƻƴŜǊ ŎƘŀƭƭŜƴƎŜŘ ǘƘƛǎ ƳŀǘǘŜǊ ōŜŦƻǊŜ ǘƘŜ IƻƴΩōƭŜ !t¢9[Φ 

4.2.5 IƻƴΩōƭŜ !t¢9[ ƛƴ ƛǘǎ WǳŘƎƳŜƴǘ ŘŀǘŜŘ WǳƴŜ нΣ нлмс ƛƴ ǘƘŜ ŀōƻǾŜ ƳŀǘǘŜǊ ƘŜƭŘ that 

the Commission must follow a consistent approach of considering interest rate 

as per SBI-PLR as cost of financing the Delayed Payment Surcharge. The 

relevant extract of the same has been reproduced below: 
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άōΦ !ǎ ǇŜǊ wŜǎǇƻƴŘŜƴǘΣ ǘƘŜ {ǘŀǘŜ /ƻƳƳƛǎǎƛƻƴ Ƙŀǎ Ŧollowed a consistent 

approach while approving interest rate. As the State Commission has 

changed the interest rate of working capital for FY 2013-14, the same 

interest rate has also been considered for cost of financing the Delayed 

Payment Surcharge. 

c. In view of the observations expressed by us while deciding Issue No.1 

and Issue No.2 above, this issue of applicable interest rate on delayed 

payment surcharge is being decided in favour of the Appellant. The State 

Commission should have considered the consistent approach of adopting 

existing methodology of applying interest rate as per SBI-PLR in the 

Impugned Tariff Order ŀƭǎƻΦ άώ9ƳǇƘŀǎƛǎ {ǳǇǇƭƛŜŘϐ 

4.2.6 ¢ƘŜ Ŏƻǎǘ ƻŦ 5t{ Ƙŀǎ ōŜŜƴ ǊŜŎƻƳǇǳǘŜŘ ŀǎ ǇŜǊ ǘƘŜ ŘƛǊŜŎǘƛƻƴ ƻŦ ǘƘŜ IƻƴΩōƭŜ !t¢9[ 

considering weighted average SBI PLR rate as provided in the table below: 

Table 4:2: REVISED COST OF BORROWING FOR DPS APPROVED BY THE COMMISSION FOR FY 

2013-14 (Rs. Crore) 

Particulars Approved 
vide T.O. 
31/05/13 

True-up 
Petition 

Approved 
upon Truing 
Up vide T.O. 

18/6/15 

Revised 
True-Up as 
ǇŜǊ IƻƴΩōƭŜ 
APTEL Judg. 

dated 2/6/16 
Delayed Payment Surcharge (Rs. 
Crore) 

3.00 2.24 2.24 2.24 

DPS grossed up at 1.50% per month or 
18% per annum 

18% 18% 18% 18% 

Amount (Rs. Crore) 16.67 12.45 12.45 12.45 
Financing cost @SBI PLR 14.61% 14.58% 12.50% 14.58% 
Cost of Borrowing (Rs. Crore) 

2.44 1.82 1.56 1.82 

 

4.2.7 The Commission in its True Up Order for FY 2013-14 dated June 18, 2015 had 

approved the non-tariff income net of financing cost for DPS at Rs. 2.13 Crore. 

The revised computation for cost of borrowing DPS resulted in change in the 

allowable Non Tariff income to Rs. 1.87 Crore as calculated in the table below: 

Table 4:3: REVISED NON TARIFF INCOME APPROVED BY THE COMMISSION FOR FY 2013-14 

(Rs. Crore) 
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Particulars True-up 
Petition 

Approved upon 
Truing Up vide T.O. 

18/6/15 

Revised True-Up as 
ǇŜǊ IƻƴΩōƭŜ !t¢9[ 
Judg. dated 2/6/16 

Non Tariff Income without 
considering Cost of borrowing DPS 

3.68 3.68 3.68 

Cost of Borrowing DPS 1.82  1.56  1.82  

Allowable Non Tariff Income 1.87    2.13  1.87 

 
4.3 CARRYING COST: 

4.3.1 The Commission in its True up Order for FY 2013-14observed that the interest 

rate allowed for computation of carrying cost approved by the Commission is 

sufficient to cover the interest obligation on the loans drawn by the Petitioner 

to meet the loan requirement due to creation of regulatory assets. The 

Commission also observed that the actual weighted average interest rate of the 

short term loan during FY 2013-14 is around 12.24%, while the Commission 

allowed the normative interest on the short term loans equivalent to interest 

rate of working capital at 12.50% for the reasons as stated above. Thus the 

Commission in its True up Order for FY 2013-14, allowed interest rate at the 

rate of 12.50% on the carrying cost of the Regulatory Asset and also disallowed 

the monthly compounding as followed in its previous Tariff Order. 

4.3.2 Lƴ ǘƘŜ ŀōƻǾŜ ƳŀǘǘŜǊΣ ǘƘŜ tŜǘƛǘƛƻƴŜǊ ŀǇǇŜŀƭŜŘ ōŜŦƻǊŜ ǘƘŜ IƻƴΩōƭŜ !t¢9[ ǘƘŀǘ ǘhe 

Commission has been following principle of approving the interest on 

regulatory asset based on the rate equivalent to SBIςPLR on monthly 

compounding basis, but in the Tariff Order for FY 2015-16 the Commission 

restricted the interest rate for the purpose of computing the carrying cost on 

the revenue gap to 12.50% and also to simple rate without allowing 

compounding at monthly interest. 

4.3.3 IƻƴΩōƭŜ !t¢9[ ƛƴ ƛǘǎ ƧǳŘƎƳŜƴǘ ŘŀǘŜŘ WǳƴŜ нΣ нлмс  ƛƴ ǘƘƛǎ ƛǎǎǳŜ ƘŜƭŘ ǘƘŀǘ ǘƘŜ 

Commission must continue with the earlier practice of allowing interest rate on 

the basis of SBI-PLR rate on monthly compounding basis. Such interest must be 

same as that for Working Capital and delayed payment surcharge. The relevant 

extract of the same has been reproduced below: 

άƎΦ ²Ŝ ŀǊŜ ƛƴ ŀƎǊŜŜƳŜƴǘ with the views of Appellant that there is 

difficulty in finding resources to fund the Revenue Gap till the same 

is met in future year tariffs. Banks/financial institutions  generally  
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find it highly risky to  provide funds for meeting such revenue gaps 

because of uncertainty attached to the recovery of the same.  

h.  We have ordered  in favour of Appellant while deciding issues 

dealt above regarding Interest on working Capital and Interest on 

Delayed Payment Surcharge against the State Commission 

adopting Base Rate plus margin as the applicable interest rate. For 

the same reasons as detailed above, in this case of allowing 

interest rate for carrying cost of Regulatory Assets,  we observe 

that the State Commission should have continued the earlier 

practice adopted by it since notification of Distribution Tariff 

Regulations in Impugned Tariff Order  too  i.e. SBI-PLR rate as the 

Interest Rate with monthly compounding basis. 

ƛΦ IŜƴŎŜ ǘƘƛǎ ƛǎǎǳŜ ƛǎ ŀƭǎƻ ŘŜŎƛŘŜŘ ƛƴ ŦŀǾƻǳǊ ƻŦ !ǇǇŜƭƭŀƴǘΦέ ώ9ƳǇƘŀǎƛǎ 

Supplied] 

4.3.4 The interest considered for calculating carrying cost on Regulatory Asset has 

ōŜŜƴ ǊŜŎƻƳǇǳǘŜŘ ŀǎ ǇŜǊ ǘƘŜ ŘƛǊŜŎǘƛƻƴ ƻŦ ǘƘŜ IƻƴΩōƭŜ !t¢9[ ŎƻƴǎƛŘŜǊƛƴƎ 

weighted average SBI PLR rate with monthly compounding as provided in the 

table below: 

Table 4:4: REVISED CARRYING COST APPROVED BY THE COMMISSION FOR FY 2013-14 (Rs. 

Crore) 

Particulars Formula True-up 
Petition 

Approved 
upon 

Truing Up 
vide T.O. 
18/6/15 

Revised True-
Up as per 
IƻƴΩōƭŜ 

APTEL Judg. 
dated 2/6/16 

Revenue Gap (For FY 2013-14) A (81.68) (91.75) (89.90) 

Revenue Gap (For previous 
year) 

B 593.34 593.34 593.34 

Average fund available through 
invocation of PBG under PPA 
dated 9th May, 2012 

C = 
72*174/365 

(34.32) (34.32) (34.32) 

Interest rate D 15.60% 12.50% 15.60% 

Carrying Cost on Revenue Gap 
for FY 2013-14 

E= D x (A/2) (6.37) (5.73) (7.01) 

Carrying Cost on Revenue Gap 
for previous years 

F = D x 
(B+C) 

87.18 69.86 87.20 

Total Carrying cost G = E + F 80.82 64.13 80.18 

 

4.4 SUMMARY OF ARR FOR FY 2013-14: 
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4.4.1 Based on the above revised cost approvals ƛƴ ŎƻƴǎŜǉǳŜƴŎŜ ǘƻ IƻƴΩōƭŜ !t¢9[ 

Judgment DATED June 2, 2016, the revised summary of the ARR approved for 

FY 2013-14 is provided in the Table below:  

Table 4:5: REVISED SUMMARY OF TRUE UP FOR FY 2013-14 (Rs. Crore)  

Sr. 
No. 

Particulars Approved 
vide T.O. 
31/05/13 

True-up 
Petition 

Approved 
upon Truing 
Up vide T.O. 

18/6/15 

Revised True-Up 
ŀǎ ǇŜǊ IƻƴΩōƭŜ 
APTEL Judg. 

dated 2/6/16 

1 Power Purchase Expenses 497.83 468.20 468.20 468.20  

2 Transmission Charges 
(UPPTCL+PGCIL) 

25.31 28.57 28.57 28.57  

3 Net O&M Expenses 34.28 39.94 34.54 34.54  

4 Statutory & Other 
Regulatory Expenses 

2.53 1.12 1.12 1.12  

5 Net Interest charges 58.84 57.86 53.99 55.51  

6 Depreciation 41.32 35.44 35.44 35.44  

7 Taxes (Income Tax and 
FBT) 

25.84 30.00 30.00 30.00  

8 Gross Expenditure 685.95 661.13 651.87 653.38  

9 Interest capitalized 1.73 1.19 1.19 1.19  

10 Net Expenditure 684.22 659.95 650.68 652.20  

11 Provision for Bad & 
Doubtful debts 

8.31 8.12 8.12 8.12  

12 Terminal Depreciation of 
Assets Retired/Scrapped 

0.40 0.11 0.11 0.11  

13 Provision for Contingency 
Reserve 

- - - -    

14 Prior Period Adjustments - - - -    

15 Total net expenditure 
with provisions 

692.93 668.19 658.92 660.43  

16 Add: Reasonable Return / 
Return on Equity 

28.89 27.69 27.69 27.69  

17 Less: Non Tariff Income 2.45 1.87 2.13 1.87  

18 Add: Efficiency Gains 0.07 0.79 0.32 0.32  

19 Annual Revenue 
Requirement (ARR) 

719.44 694.79 684.80               686.58  

20 Revenue from Existing 
Tariff 

773.30 776.48 776.48 776.48  

21 Additional Revenue from 
Revised Tariff 

14.53 - - -    

22 Revenue Gap (53.87) (81.68) (91.68) (89.90) 

23 Revenue Gap/ Surplus 
from Prev. Year 

568.99 593.34 593.34 593.34  

24 Carrying cost 82.48 80.82 64.13 80.18 

25 Revenue Gap carried 
forward 

583.08 592.48 565.80 583.62  
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4.4.2 The Revenue surplus determined for FY 2013-14 upon revised truing-up is Rs. 

89.90 Crore as against Rs. 53.87 Crore provisionally approved in Order dated 

May 31, 2013. The Net Revenue Gap for FY 2013-14 after considering the 

revenue gap of Rs. 593.34 Crore from previous year ŀǎ ǇŜǊ ǘƘŜ /ƻƳƳƛǎǎƛƻƴΩǎ 

Order dated October 01, 2014 and carrying cost of Rs. 80.18 Crore is Rs. 583.62 

Crore. The same is carried forward in the True up approval of FY 2014-15.  



5. TRUE-UP FOR FY 2014-15 

 
5.1 SALES APPROVAL: 

5.1.1 The energy sales based on actual audited accounts for FY 2014-15 represent 

growth of 16.06 % over FY 2013-14 (1128.67MUs). The Commission approves 

the actual energy sales based on the audited accounts at 1309.89 MUs.  

5.1.2 The category-wise energy sales approved for FY 2014-15 is shown in the Table 

below: 

Table 5:1: CATEGORY WISE SALES FOR FY 2014-15 ς APPROVED (MU) 

Sl. 
No. 

Category Approved 
vide T.O. 

1/10/2014 

True-up 
Petition 

Approved upon 
Truing Up 

1 LMV-1: Domestic Light, Fan & 
Power 

237.79 233.10 233.10 

2 LMV-2: Non Domestic Light, Fan & 
Power 

32.85 22.83 22.83 

3 LMV-3: Public Lamps  22.38 36.06 36.06 

4 LMV-4: Institutions  18.93 14.21 14.21 

5 LMV-5: Private Tube Wells 14.10 26.98 26.98 

6 LMV 6: Small and Medium Power  47.49 48.86 48.86 

7 LMV-7: Public Water Works 15.60 13.97 13.97 

8 LMV-8: STW and Pumped Canals  0.31 0.31 0.31 

9 LMV-9: Temporary Supply 13.49 33.61 33.61 

10 HV-1: Non Industrial Bulk Power 79.24 87.94 87.94 

11 HV-2: Large and Heavy Power  749.78 792.02 792.02 

  Total 1,231.95 1,309.89 1,309.89 

 

5.1.3 The Category wise Number of Consumers, Connected Load and energy sales 

approved / trued-up for FY 2014-15 are summarized in the Table below: 

Table 5:2: CATEGORY WISE CONSUMERS, LOAD & SALES ς APPROVED 

Sl. 
No. 

Category No. of 
Consumers 

Connected 
Load 
(MW) 

Sales  
(MUs) 

1 LMV-1: Domestic Light, Fan & Power 57,520 212.39 233.10 

2 LMV-2: Non Domestic Light, Fan & 
Power 

2,546 15.48 22.83 

3 LMV-3: Public Lamps  3 9.74 36.06 

4 LMV-4: Institutions  332 7.19 14.21 

5 LMV-5: Private Tube Wells 1,132 5.55 26.98 

6 LMV 6: Small and Medium Power  1,839 41.31 48.86 

7 LMV-7: Public Water Works 167 3.89 13.97 

8 LMV-8: STW and Pumped Canals  1 0.13 0.31 

9 LMV-9: Temporary Supply 838 23.33 33.61 
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Sl. 
No. 

Category No. of 
Consumers 

Connected 
Load 
(MW) 

Sales  
(MUs) 

10 HV-1: Non Industrial Bulk Power 84 43.55 87.94 

11 HV-2: Large and Heavy Power  519 282.79 792.02 

  Total 64,981 645.34 1,309.89 

 

5.2 DISTRIBUTION LOSSES: 

5.2.1 Petitioner submitted that the actual Distribution loss for FY 2014-15was 8.10% 

as compared to the approved loss level of 8.00%  

5.2.2 Petitioner submitted that the Company stands out in containing T&D losses at 

around 8%  by devising techno-social solutions, drawing community solidarity 

(which also targets at inclusive growth and changes the landscape of 

distribution of electricity), in-spite of high voltage politically motivated farmer 

agitations, little administrative support, tardy legal procedure and increasing LT 

load. Further the Petitioner added that deviation account is prepared by 

UPSLDC at 33 kV level, upon signing of connectivity agreement with UPPTCL for 

132kV Surajpur and 220kV RC Green Substation. 

5.2.3 Petitioner submitted that as per the Audited Accounts for FY 2014-15, the 

distribution losses are at 8.10%. 

5.2.4 Lƴ ǊŜǇƭȅ ǘƻ /ƻƳƳƛǎǎƛƻƴΩs query regarding non submission of the system loss for 

FY 2014-15 and non-segregation of Inter-state and Intra-state transmission loss, 

the Petitioner has replied that prior to FY 2014-15, for the purpose of energy 

accounting and computation of UI settlement, the Petitioner was taking import 

units at 220 kV/132 kV level at Pali Substation and thereafter, the energy was 

drawn at 132/33 kV Surajpur Substation and 220/33kV R C Green Substation for 

further distribution. The difference in energy metered between these two 

points was booked as system loss. Subsequently, on March 27, 2014, the 

Petitioner entered into Bulk Power Transmission Agreement (BPTA) with 

UPPTCL for conveyance of 268 MW power and UPPTCL granted connectivity to 

the Petitioner at 33 kV level. As UPSLDC was withholding the consents on short 

term Open Access applications of the Petitioner, the grant of Connectivity at 33 

kV level was accepted under protest to serve the demand of the consumers of 

Greater Noida.  
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5.2.5 Therefore, the EHV losses between 400/ 220kV Pali Substation till 132/33 kV 

Surajpur and 220/33 kV R C Green Substation are not considered for the 

purpose of energy accounting and has not been provided / claimed in the ARR 

petition. 

5.2.6 Regarding the segregation of interstate and intrastate losses for FY 2014-15, the 

Petitioner submitted that during FY 2014-15, power purchase agreements 

signed by the Company had different delivery points i.e. NR-Bus, NR withdrawal 

point or NPCL bus. As a result, the transmission losses were different for 

different agreements. The transmission losses varied from 0.00% - 7.62% as 

against Transmission losses of 3.67% of UPPTCL network as approved by the 

Commission. Therefore, the transmission losses for FY 2014-15 were not 

segregated between Inter-state and Intra-State for simplification purposes. 

/ƻƳƳƛǎǎƛƻƴΩǎ !ƴŀƭȅǎƛǎ  

5.2.7 The actual Distribution Losses of the Petitioner are more than the losses 

approved by the Commission in its Tariff Order for FY 2014-15. Considering the 

submissions made by the Petitioner, the Commission for the purpose of Truing 

up approves the Distribution Losses as approved in the Tariff Order for FY 2014-

15, as shown in the Table below: 

 
Table 5:3: DISTRIBUTION LOSSES AND EHV LOSSES APPROVED BY THE COMMISSION FOR FY 

2014-15 

Particulars Approved 
vide T.O. 
1/ 10/14 

True-up 
Petition 

Approved 
upon 

Truing Up 

Distribution Loss % 8.00% 8.10% 8.00% 

EHV Losses % 0.60% 0.00% 0.00% 

 

5.3 ENERGY BALANCE: 

5.3.1 The Commission in the above sections has discussed about truing-up of energy 

sales and distribution losses. Based on above trued-up energy sales and 

distribution losses, the approved power purchase requirement and the energy 

balance for FY 2014-15 is as shown in the Table below: 

 
Table 5:4: ENERGY BALANCE APPROVED BY THE COMMISSION FOR FY 2014-15 

Particulars Approved 
vide T.O. 
1/10/14 

True-up 
Petition 

Approved 
upon 

Truing Up 

Energy Sales (MU) 1,231.95 1,309.89 1,309.89 
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Particulars Approved 
vide T.O. 
1/10/14 

True-up 
Petition 

Approved 
upon 

Truing Up 

Distribution Loss % 8.00% 8.10% 8.00% 

EHV Losses 0.60% 0.00% 0.00% 

Distribution Loss including EHV losses 
(MU) 

115.21 115.41 113.90 

Energy Purchase (MU) 1,347.16 1,425.30 1,423.80 

 

5.4 POWER PURCHASE QUANTUM & COST: 

5.4.1 Based on the above trued-up energy balance for FY 2014-15, the power 

purchase requirement as worked out by the Commission is1,423.80 MU.  

5.4.2 The majority of power was procured by NPCL on short term basis through Open 

Access Route. The details of power purchase quantum and power purchase cost 

approved vide Tariff Order dated October1, 2014 and actually incurred by NPCL 

for FY 2014-15 is provided in the Table below: 

Table 5:5: ENERGY BALANCE APPROVED BY THE COMMISSION FOR FY 2014-15 AND POWER 
PURCHASE COST AS SUBMITTED BY THE PETITIONER FOR FY 2014-15 

Item Approved vide T.O. 1/10/14 True-up Petition 

Retail Sales (MUs) 1,231.95   1,309.89   

Losses  8.55%   8.10%   

Power Purchase 1,347.16   1,425.30   

Sources of Power Purchase 
Energy Rs./kWh Costs Energy Rs./kWh Costs 

Power Purchase from Traders 1,266.33 3.78 478.58 1,429.67 3.76 538.14 

Power Purchase from RE 80.83 7.19 58.11 14.00 5.03 7.04 

Unscheduled Interchange    (18.37)  1.99 

Sub-Total 1347.16 3.98 536.69 1425.30 3.84 547.16 

Underpaid / (Overpaid) Power 
purchase expenses for previous 
years 

 18.42  18.07 

PGCIL charges 
61.08 

29.60 

UPPTCL charges 17.57 

Total Transmission charges 61.08 47.17 

Total Power Purchase 1347.16 4.57 616.19 1425.30 4.30 612.40 

 

5.4.3 The brief detail about the power purchase as submitted by the Petitioner is 

provided below: 
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ω The total quantum as per Audited Annual Accounts for FY 2014-15 is 

1425.30 MUs including1429.67 MUs of power purchase from Short term 

Sources and 14.00 MUs of power purchase from Renewable Energy Sources 

and Captive generation from Solar Power Generating System installed at the 

ǊƻƻŦ ǘƻǇ ƻŦ ǘƘŜ tŜǘƛǘƛƻƴŜǊΩǎ ƻŦŦƛŎŜ ōǳƛƭŘƛƴƎΦ 

ω Actual landed cost of power purchased from Open Access is Rs. 3.76/ kWh 

as against the approved rate of Rs. 3.78/ kWh approved in Tariff Order for 

FY 2014-15. 

ω The Petitioner has submitted that it has incurred an amount of Rs. 

1.99Crore against an under-drawl of 18.37 MUs on account of variation in 

actual drawl and scheduled power i.e. on account of Unscheduled 

Interchange (UI) during FY 2014-15. 

ω The Commission in its Tariff Order for FY 2014-15, Trued-up the BST payable 

to UPPCL in respect of energy drawn from them during four years i.e. FY 

2008-09, FY 2009-10, FY 2010-11and  FY 2011-12. The same has been 

considered while approving the ARR for FY 2014-15. Accordingly, the 

Company has claimed an amount of Rs. 18.07 Cr pertaining to UPPCL BST 

Arrear for the period FY 2008-09 to FY 2011-12for True-up in FY 2014-15 

based on actual drawl during the said years. 

ω Further, the Commission, vide Tariff Order for FY 2015-16 dated June 18, 

2015 Ƙŀǎ ǘǊǳŜŘ ǳǇ ¦tt/[Ωǎ .{¢ ŦƻǊ C¸ нлмн-13 and considered the same in 

the ARR approved for FY 2015-16. However, as per Accounting Standards 

laid by ICAI which is being mandatory for the Company to follow as per 

Section-211(3c) of the Companies Act 2013 and Regulation 1.3.1.2 of 

5ƛǎǘǊƛōǳǘƛƻƴ ¢ŀǊƛŦŦ wŜƎǳƭŀǘƛƻƴǎΣ ƛǘ Ƙŀǎ ŀŎŎƻǳƴǘŜŘ ǘƘƛǎ ¦tt/[Ωǎ .{¢ ŀǊǊŜŀǊǎ ŦƻǊ 

the FY 2012-13  amounting to Rs. 12.22  Cr in its audited accounts for FY 

2014-15 only. However, keeping in view the ARR approved by the 

Commission for FY 2014-15 and FY 2015-16, the Company has not claimed 

the same in this ARR for FY 2014-15 and will claim it in the ARR for FY 2015-

16. 

ω The transmission charges as per Audited Accounts for FY 2014-15 are Rs. 

47.17 Crore as against Rs. 61.08 Crore approved by the Commission. These 

charges are being paid on the basis of regional charges determined by CERC 

and State transmission charges being determined by the Commission from 

time to time. During FY 2014-15 the Company has been paying State 

ǘǊŀƴǎƳƛǎǎƛƻƴ ŎƘŀǊƎŜǎ ŀǎ ǇŜǊ ǘƘŜ /ƻƳƳƛǎǎƛƻƴΩǎ hǊŘŜǊ ŘŀǘŜŘ September 10, 
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2014 and Tariff Order dated October 1, 2014.  The Commission in its 

previous Tariff Orders has been approving these transmission charges on 

actual based on Audited Annual Accounts. Accordingly, a total transmission 

charge of Rs. 47.17 Crore has been considered for the purpose of Truing-up 

of ARR for FY 2014-15. 

5.4.4 Accordingly, the total power purchase cost incurred in FY 2014-15 is Rs. 612.40 

Crore as claimed by the Petitioner in its True up Petition.. 

5.4.5 The Commission observes that the UPPCL has stopped supplying power to the 

Petitioner w.e.f. February 12, 2014 sighting IƻƴΩōƭŜ Allahabad High CourtΩǎ 

Order dated July 1, 2013, therefore, the PetitioƴŜǊΩǎ requirement of power has 

been met from Open Access Market. During FY 2014-15, the Petitioner has 

procured 1429.67 MUs from Short Term Sources at an average cost of Rs.  3.76/ 

kWh which is less than the average cost approved by the Commission in its 

Tariff Order dated October1, 2014. Further, the average power purchase cost 

for power procured from Open Access of Rs. 3.76/ kWh at NPCL periphery is 

competitive from all India average power purchase rate of Rs. 4.28 / kWh  

transacted under bilateral trade during FY 2014-15 (Source ς Report on Short-

term Power market in India, 2014-15 by CERC). Hence, the Commission 

approves the actual cost power purchased from Short Term Sources actual at 

average rate of Rs. 3.76 / kWh.  

5.4.6 It has been further observed that in the Tariff Order dated October1, 2014 the 

Commission had approved the power purchase quantum from renewable 

energy sources as 80.83 MU in FY 2014-15. However, the Petitioner has 

submitted to have procured only 14.00 MU from renewable energy sources in 

FY 2014-15. The Commission asked the Petitioner to submit an appropriate 

justification for not procuring power from renewable sources to comply with 

Renewable Purchase Obligation (RPO) and the current status of RPO 

compliance from FY 2010-11 to FY 2015-16 (till December) along with the break 

of solar and Non-solar power. The Petitioner, in its reply, submitted that 

renewable sector is at a very nascent stage in the country. Despite the fact that 

the Petitioner has been making all out efforts to purchase the renewable 

power, however, it has not received requisite offers apparently due to lack of 

generation capacities. The Company has been making following efforts to 

procure renewable power (both solar and non-solar): 

i. Bilateral discussions with various power trading companies / generators 

/ potential generators; 
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ii. Advertisement in widely published all India edition of leading national 

newspapers such as The Economic Times and The Times of India on 

27.10.2014, 16.12.2014, and 26.03.2015; 

iii. !ŘǾŜǊǘƛǎŜƳŜƴǘǎ ǊŜƎǳƭŀǊƭȅ ƻƴ ǘƘŜ /ƻƳǇŀƴȅΩǎ ǿŜōǎƛǘŜΦ 

Despite the above, the Company did not receive any firm offers at all.  

5.4.7 Further the Petitioner submitted that during FY 2014-15, the Company could 

have tied-up 6 MW power from one Municipal Solid Waste based Generator in 

Delhi for the entire year, however, it could not have supplied power for the full 

term of the contract due to denial of open access by Delhi Transco Limited. 

During the period of Apr-aŀȅΩмпΣ it could have supplied only 7.16 MU of 

energy. It is pertinent to mention here that in case, the power from the above 

source could continue for the full year, the Company would have been able to 

meet its non-solar RPO to a significant extent. 

5.4.8 Meanwhile, on February 9, 2015, the Company signed a long term PPA with 

Greater Noida Industrial Development Authority (GNIDA) for procurement of 

1.0 MWp solar power from its Plant at Kasna for a period of 10 years w.e.f. 

March 1, 2015 @ Rs. 7.06 per kWh. The aforesaid PPA has been approved by 

the Commission vide order dated July 14, 2015. The power supply has 

commenced since March 1, 2015. 

5.4.9 The Petitioner submitted that in addition to above, the Company has also 

signed net-metering agreements totaling to 1.65 MW from roof-top Solar 

tǊƻƧŜŎǘǎ ƻŦ DbL5! ǘƛƭƭ 5ŜŎŜƳōŜǊΩмрΦ CǳǊǘƘŜǊΣ ǘƘŜ /ƻƳǇŀƴȅ Ƙŀǎ ŀƭǎƻ ǎƛƎƴŜŘ ƴŜǘ-

metering agreement with M/s Bharat Petroleum Corporation Limited for their 

1.05 MW roof-top Solar Plant. The Company is in process of signing net-

metering agreement for approx. 7 MWp of solar power plants upcoming in 

Greater Noida area in near future. 

5.4.10 The Petitioner further submitted that Greater Noida Area does not have any 

major renewable energy power generation plants except some small captive 

solar plants. The Company had contacted several waste management / sugar 

co-gen plants in and outside Uttar Pradesh to procure renewable power, 

however, either, their capacities are already tied-up with their respective 

Distribution Licensees or they are not able to supply due to non-availability of 

Open Access. Therefore, such sources were not available for the Company. 

Nevertheless, the Company is in discussion with GNIDA to procure power from 
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its upcoming waste management plant in Noida/ Greater Noida to fulfill its 

Renewable Power Obligations (RPO). 

5.4.11 Petitioner further submitted that, the Company is continuously exploring 

opportunities to procure RE Power within the prescribed tariff as per the UPERC 

Regulations. 

5.4.12 The Commission has observed that inspite of the efforts being made by the 

Petitioner sufficient renewable energy is not being procured by the Petitioner 

to fulfill its RPO. The Petitioner should ensure that the RPO is met in the future 

years. The Petitioner is also directed to submit the source wise (generating 

source or Renewable Energy Certificate) detailed action plan to fulfill its RPO for 

future years. For the purpose of Truing up the Commission has approved the 

actual power procured through Renewable Energy sources.  

5.4.13 The summary of power purchase cost as approved by the Commission for FY 

2014-15 is as shown in the Table below: 

Table 5:6: POWER PURCHASE COST AS APPROVED BY THE COMMISSION - FY 2014-15 
Item Approved upon Truing Up 

Retail Sales (MUs) 1,309.89 
  

Losses  8.00% 
  

 
Energy Rs./kWh Costs 

Power Purchase 1423.80 3.84 546.59 

Underpaid / (Overpaid) Power 
purchase expenses for previous 
years 

 
18.07 

PGCIL charges 
 

29.60 

UPPTCL charges 
 

17.57 

Total Transmission charges 
 

47.17 

Total Power Purchase 1423.80 4.30 611.83 

 

¶ The Commission has approved 1423.80 MU of power purchase for FY 2014-

15 with Distribution loss of 8.00% and the transmission charges for UPPTCL 

and PGCIL is approved at Rs. 17.57 Crore and Rs. 29.60 Crore respectively. 

5.4.14 Accordingly, the approved total power purchase cost upon truing up is Rs. 

611.83 Crore for FY 2014-15. 

 

5.5 OPERATION & MAINTENANCE (O&M) EXPENSES: 
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5.5.1 Operation and Maintenance (O&M) expenses comprise of Employee related 

costs, Administrative and General (A&G) Expenses, and Repair and 

Maintenance (R&M) expenditure.  

5.5.2 The Petitioner submitted that the Commission in Tariff Order dated October1, 

2014 had approved the O&M expenses at Rs. 41.33 Crore for FY 2014-15.The 

actual O&M expenses as per Audited Annual Accounts for the FY 2014-15 other 

than Statutory / Regulatory Expenses is Rs. 47.09 Crore. 

5.5.3 The Petitioner submitted that the Commission has been approving the O&M 

expenses on normative basis in accordance with the Distribution Tariff 

Regulations, 2006, irrespective of the actual expenses incurred by it. However, 

for FY 2014-15 the Petitioner has requested the Commission to allow O&M 

expenses based on actual as per Audited Annual Accounts due to following 

reasons: 

a) Increase on Minimum wages by 23-28%: Under the Minimum Wages Act, 

1948, the Government of U.P. revises the minimum wages twice in a year 

i.e. with effect from April and October of the year. In pursuance of the 

same, U.P. Government during FY 2013-14 vide notification no. 2848-

77/Enforcement-(D.A.)/13 dated October 3, 2013 and no. 1917-

44/Enforcement-(D.A.)/14 dated May 19, 2014 has revised the minimum 

wages in the range of 23-28%. 

The wages applicable as on April 1, 2014 were higher by 23-28% as 

compared to wages prevailing on April 2013. Thus, the wages applicable 

for full year i.e. FY 2014-15 were significantly higher as compared to the 

same applicable during FY 2013-14. Further the Petitioner submitted that 

the minimum wages has a direct and substantial impact on most of the 

components of O & M expenses e.g. breakdown gang, security charges, 

job costing of various repair assignments. All labour class of lower cadre 

staff are being governed by minimum wages which will have a cascading 

effect on the senior personnel as well. 

Further the Petitioner also submitted that as per Distribution Tariff 

Regulations, 2006, the Commission has been allowing O&M Expenses on 

normative basis i.e. weighted average of WPI and CPI in the ratio of 60:40 

which for FY 2014-15 works out to only 4.04%. It further stated that such 

inflationary allowance for the purpose of O & M expenses is highly 

insufficient to approve the O & M expenses of the Company when 
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compared with such substantial and significant increase in minimum 

wages. 

In addition to above the Petitioner submitted that all individuals, 

associations, partnership, body corporates, companies etc. are bound by 

the provisions of Minimum Wages act 1948 and the Company has no 

option but to comply with the same. Therefore, as per clause 4.3.5 of the 

Distribution Tariff Regulations, 2006, the changes in minimum wages is 

nothing less than changes in law and the impact of the same should be 

approved on actuals.  

b) Incremental O & M Expenses @ 2.5 % are inadequate: The incremental O 

& M expenses for the financial year, if capped @ 2.5% of capital addition, 

would be grossly inadequate and would not be commensurate with the 

volume of the business. To illustrate, the Annual Maintenance Contract 

(AMC) cost of IT assets are ranging between 12.5% to 15% and on office 

equipment, it is generally @ 10%.  Further the Petitioner stated that as the 

Commission is aware that the Petitioner is a process driven and IT-savvy 

company and it believes in automating most of its processes with least 

manual intervention. All these initiatives not only involve lots of efforts on 

implementation side but also costs heavily on the maintenance of the 

same for the ultimate convenience and benefit of the consumer only.  

Further the Petitioner added that apart from this, the R & M expenses 

would tend to go up with the ageing of the assets and fast obsolescence of 

the technology and may increase many folds in power deficit scenario due 

to increased wear & tear of electrical equipment in distribution system 

owing to frequent operation for load shedding, power cuts, tripping etc. 

c) Other Cost Drivers: Clause 4 to Regulations 4.3 of the Distribution Tariff 

Regulations 2006 states as under: 

άпΦ ¢ƘŜ hϧa ŜȄǇŜƴǎŜǎ ǎƘŀƭƭ ōŜ ōǊƻǳƎƘǘ ǘƻ ŀƴ ŜŦŦƛŎƛŜƴǘ ƭŜǾŜƭ ƛΦŜΦ 

in equivalence with similarly placed efficient utilities. The 

IƻƴΩōƭŜ /ƻƳƳƛǎǎƛƻƴ Ƴŀȅ ŦƛȄ ƴƻǊƳǎ ōŀǎŜŘ ƻƴ ǘƘŜ ŎƛǊŎǳƛǘ 

kilometers of distribution lines and number of bays in substation 

and such other parameters, as may be determined by the 

IƻƴΩōƭŜ /ƻƳƳƛǎǎƛƻƴ ƛƴ ŘǳŜ ŎƻǳǊǎŜ ƻŦ ǘƛƳŜΦέ  
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The Petitioner submitted that the Commission, in its various Orders, has 

time and again acknowledged the performance standards of the Petitioner 

and also in its Order dated September 1, 2008 observed that NPCL is the 

best performing utility in U.P. Having regard to observation of the 

Commission, it has been striving hard to control and optimize its O&M 

Expense primarily keeping the consumers interest in view. Petitioner 

submitted that the FOR Model Regulations for Multi Year Distribution 

Tariff provides for benchmarking the O&M Expenses of any Distribution 

Utility with its peers in the same State or outside State. The Commission in 

its Tariff Order dated October 14, 2010 has mentioned as follows: 

άнн όƧύ Lƴ ǊŜƭŀǘƛǾŜ ŀƴŀƭȅǎƛǎΣ ǇŜǊŦƻǊƳŀƴŎŜ ǇŀǊŀƳŜǘŜǊǎ ƻŦ ƻǘƘŜǊ 

Distribution Licensees within the same state or in other states, shall 

ōŜ ŎƻƴǎƛŘŜǊŜŘ ōȅ ǘƘŜ /ƻƳƳƛǎǎƛƻƴ ǘƻ ŜǎǘƛƳŀǘŜ ƴƻǊƳǎΦέ 

The Petitioner submitted that based on the above, the Commission in its 

Tariff Order dated October 14, 2010 had directed it to conduct a study to 

benchmark its O&M expenses and it has accordingly appointed ICRA 

Management Consultancy Services Private Limited to conduct the study 

after conducting competitive bidding and prior approval of the 

Commission. The Petitioner submitted that based on the study conducted, 

it is no more feasible to sustain the existing low cost operation without 

compromising with service and safety standards. Therefore, the denial of 

justified expenses allowance to the Company would jeopardize the 

operational efficiency achieved by it over past 22 years. There is an urgent 

need for imminent allocation of higher O&M Cost to enable the Company 

to maintain and improve upon the service standards and prepare itself for 

growing requirement of the consumers servicing. Petitioner further, 

submitted that all expenses have been duly audited by Statutory Auditors 

and approved by the Board of Directors of the Company. These expenses 

are allowed in full not only in the Companies Act, 1956 but also in the 

Income Tax Act, 1961. 

The Petitioner further submitted that its O&M Expenses are much lower 

as compared to other Distribution Utilities of U. P. as well as Discoms of 

other States. The Petitioner submitted that it has become imperative to 

take additional and timely efforts to meet the upcoming demand growth 

in the area and to maintain a reliable and efficient power supply and it has 

already started initiative in this regard. Therefore, it has requested to 

allow the O&M expenses in full as per audited accounts for FY 2014-15.   
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d) Capitalization of Employee Cost: The Petitioner has capitalized an amount 

of Rs. 5.13 Crore out of the total employee cost of Rs. 22.18 Crore incurred 

during FY 2014-15, as per past practice duly approved by the Commission. 

In brief, for the purpose of capitalization of employee costs, the Company 

at the time of execution of project, records actual man hours spent by 

each engineer/ executive into the system / SAP Software. These hours are 

then matched with the cost per hour of that employee by the software 

itself and actual employee cost so incurred, is capitalized along with the 

specific project. Further the petitioner added that the entire process of its 

project/financial accounting is through SAP, and there is least manual 

intervention in computation of expenses to be capitalized. 

Further the Petitioner added that these man-hours and cost is duly verified 

by the statutory auditors of the Company in detail and is approved by the 

Board of directors of the Company subsequently.  

In view of the above, the Petitioner requested the Commission to approve 

the O&M expenses at Rs. 47.09 Crore for FY 2014-15 based on its audited 

annual accounts. 

/ƻƳƳƛǎǎƛƻƴΩǎ !ƴŀƭȅǎƛǎΥ  

5.5.4 The Commission in its deficiency note asked the Petitioner to submit the 

reconciliation of the O&M Expenses with the cost as per the audited accounts.  

5.5.5 The Petitioner in its reply submitted the reconciliation of the O&M Expenses 

claimed in the Petition with the audited accounts as shown in the Table below: 

Table 5:7: RECONCILIATION OF O&M EXPENSES AS SUBMITTED BY PETITIONER FOR FY 2014-15 

Sl. 
No. 

Description Amount  
(Rs. Crore) 

Reference 

1 
Employee cost as shown in  Audited 
Accounts for FY 2014-15  

16.71  Note-25 of Audited 
Accounts 

2 
Other Expense as shown in  Audited 
Accounts for FY 2014-15  

45.23  Note-29 of Audited 
Accounts 

3 
Total Operating Expenses as per 
Audited Accounts 

61.94   

4 
Less: Items dealt with separately in 
ARR as per Distribution Tariff 
Regulations, 2006 

   

5 
Bad debts written off & provision 
thereof 

11.03  Note-29 of Audited 
Accounts 

6 Loss on sale of Fixed Assets  0.08  Note-29 of Audited 
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Sl. 
No. 

Description Amount  
(Rs. Crore) 

Reference 

Accounts 

7 Expenses on Regulatory Compliance 
3.73 RTF S-9 of True-up 

Petition 

7 
O&M Expenses as per True-up 
Petition  

47.09   

5.5.6 The Clause No. 4.3 of the Distribution Tariff Regulations, 2006 stipulates:  

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

1. The O&M expenses comprise of employee cost, repairs & maintenance (R&M) 

cost and administrative & general (A&G) cost. The O&M expenses for the base 

year shall be calculated on the basis of historical/audited costs and past trend 

during the preceding five years. However, any abnormal variation during the 

preceding five years shall be excluded. For determination of the O&M expenses 

of the year under consideration, the O & M expenses of the base year shall be 

escalated at inflation rates notified by the Central Government for different 

years. The inflation rate for above purpose shall be the weighted average of 

Wholesale Price Index and Consumer Price Index in the ratio of 60:40. Base year, 

for these regulations means, the first year of tariff determination under these 

regulations. 

2. Where such data for the preceding five years is not available the 

Commission may fix O&M expenses for the base year as certain 

percentage of the capital cost. 

3. Incremental O&M expenses for the ensuing financial year shall be 2.5% 

of capital addition during the current year. O&M charges for the ensuing 

financial year shall be sum of incremental O&M expenses so worked out 

and O&M charges of current year escalated on the basis of predetermined 

indices as indicated in regulation 4.3 (1)..Φέ 

5.5.7 The Commission in the previous years has been allowing the O&M expenses as 

per the Distribution Tariff Regulation, 2006 as amended from time to time.  As 

evident from the above, the O&M expenses allowed as per the Distribution 

Tariff Regulations, 2006 covers the O&M expenses incurred by the Licensee for 

the existing assets as well as new assets added during the year. The high O&M 

expenses on the IT assets and the office equipments as cited by the Petitioner, 

forms the small portion of the Gross Fixed Assets 
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5.5.8 The Commission is of the view that if the O&M expenses are allowed on the 

basis of actual O&M expenses as suggested by the Petitioner, there will be no 

sanctity of fixation of norms in Tariff Regulations. As per the Distribution Tariff 

Regulations, some of the elements of ARR are considered on normative basis 

and the actual expenses under some elements may be higher as compared to 

approved expenses, while the actual expenses under some elements may be 

lower as compared to approved expenses. 

5.5.9 IƻƴΩōƭŜ !t¢9[ ƛƴ ƛǘǎ WǳŘƎƳŜƴǘ ŘŀǘŜŘ WǳƴŜ нΣ нлмс in the matter of NPCL Vs. 

UPERC has held that normative approach has to be followed while allowing 

O&M expense. The relevant extract of the said Judgment has been provided 

below. 

ά¢ƘŜ {ǘŀǘŜ /ƻƳƳƛǎǎƛƻƴ ƛƴ ǘƘŜ LƳǇǳƎƴŜŘ ¢ŀǊƛŦŦ hǊŘŜǊ Ƙŀǎ ŀƭƭƻǿŜŘ 

O&M expenses based on norms as per the provisions of the 

Distribution Tariff Regulations which has been followed by it in its 

earlier Tariff orders. We do not find any infirmity in this approach 

ŦƻƭƭƻǿŜŘ ōȅ ǘƘŜ {ǘŀǘŜ /ƻƳƳƛǎǎƛƻƴΦέ 

5.5.10 Therefore, as per the reasons stated above, the Commission has allowed the 

O&M expenses as per the norms specified in the Distribution Tariff Regulation, 

2006 as amended from time to time as detailed below. 

5.5.11 In accordance with the Clause No. 4.3.1 of Distribution Tariff Regulations, 2006 

the net O&M expenses would be computed based on Inflation Index over FY 

2013-14 trued-up O&M expenses for FY 2014-15. The Petitioner had 

miscalculated applicable inflation rate to be 4.04%. The applicable inflation rate 

as per Weighted average Inflation Index as computed by the commission is 

4.02% for FY 2014-15 as given in the Table below: : 

 
Table 5:8: INFLATION INDEXES FOR FY 2014-15 

Month Wholesale Price Index Consumer Price Index 

FY 2013-14 FY 2014-15 FY 2013-14 FY 2014-15 

April 171.30 180.80 226.00 242.00 

May 171.40 182.00 228.00 244.00 

June 173.20 183.00 231.00 246.00 

July 175.50 185.00 235.00 252.00 

August 179.00 185.90 237.00 253.00 

September 180.70 185.00 238.00 253.00 

October 180.70 183.70 241.00 253.00 

November 181.50 181.20 243.00 253.00 

December 179.60 178.70 239.00 253.00 
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Month Wholesale Price Index Consumer Price Index 

FY 2013-14 FY 2014-15 FY 2013-14 FY 2014-15 

January 179.00 177.30 237.00 254.00 

February 179.50 175.80 238.00 253.00 

March 180.30 176.10 239.00 254.00 

Average for Financial Year 177.64 181.21 236.00 250.83 

Calculation of Inflation Index (CPI-40%, WPI-60%) for FY 2014-15 

Inflation index for FY 2013-14 200.99 

Inflation index for FY 2014-15 209.06 

Applicable Inflation rate 4.02% 

 

5.5.12 The gross O&M expenses also include additional O&M expenses at 2.50% 

capitalization of assets in the preceding year. The capitalized assets in the 

preceding year include assets handed over by GNIDA and UPSIDC free of cost in 

the FY 2013-14. These assets have been considered on the basis of values 

declared by respective authorities. The Commission has also gone through the 

audited accounts of NPCL wherein, the value of those assets is ascertained by 

the auditor. Further the audited accounts mention that the assets have been 

handed over for maintenance purpose only while the ownership is yet to be 

transferred. Accordingly, the Commission has considered the additional O&M 

expenses for these assets to be allowed for O&M purposes only. Any other 

impact on other parameters like depreciation, capital expenditure, 

capitalization etc. is not being allowed till the company takes ownership of the 

assets. 

5.5.13 Based on the above, the computation of O&M expenses Trued-up for FY 2014-

15 is as shown in the Table below: 

 
Table 5:9: O&M EXPENSES FOR FY 2014-15 AS APPROVED BY THE COMMISSSION (Rs. Crore) 

Particulars Approved 
vide T.O. 
1/10/14 

True-up 
Petition 

Approved 
upon Truing 

Up 

Total additions to Fixed Assets 167.45 

47.09 

135.62 

Less: Assets Retired/Scrapped 1.90 2.22 

Net Addition to Fixed Assets 165.55 133.40 

Preceding Year Gross O&M 34.54 34.54 

Incremental O&M @ 2.5% 4.14 3.33 

Inflation Index Applicable 7.69% 4.02% 

O&M Expenses escalated 37.20 35.93 

Total O & M expenses 41.33 47.09 39.26 
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5.6 STATUTORY & OTHER RELATED EXPENSES: 

5.6.1 The Petitioner has claimed statutory and other related expenses of Rs. 3.72 

Crore as per its audited accounts as against the approved statutory and other 

related expenses of Rs. 2.03 Crore for Truing up of ARR for FY 2014-15. These 

expenses are over and above the expenses incurred on fees and other UPERC 

related expenses. The Petitioner has requested to allow the same. 

/ƻƳƳƛǎǎƛƻƴΩǎ !ƴŀƭȅǎƛǎ  

5.6.2 Under the above head the Petitioner has claimed CGRF expense of Rs. 

0.25Crore in FY 2014-15. In this regard Regulation 22 of the Consumer 

Grievances Redressal Forum Regulations, 2007 is reproduced below: 

ά¢ǊŜŀǘƳŜƴǘ ƻŦ 9ȄǇŜƴǎŜǎ ς  

All reasonable costs incurred by the Distribution Licensee on the 

establishment and running of the Forum, shall be a pass through in the 

Annual Revenue Requirements filed by the Distribution Licensee after 

deducting the amount of fees collected by the Distribution Licensee under 

ǘƘŜ ǊŜƎǳƭŀǘƛƻƴǎΦέ  

5.6.3 In view of the above, the Commission approves CGRF expense of Rs. 0.25Crore.  

5.6.4 The Petitioner has also claimed expenses incurred towards competitive bidding 

process for long-term / short-term power procurement, demand side 

management, technical studies and other activities as directed by the 

Commission. In this regard, Regulations 4.3.5 of Distribution Tariff Regulations, 

2006 is reproduced as below:  

ά¢ƘŜ /ƻƳƳƛǎǎƛƻƴ Ƴŀȅ ŎƻƴǎƛŘŜǊ ŀŘŘƛǘƛƻƴŀƭ hϧa ŜȄǇŜƴǎŜǎ ƻƴ ŀŎŎƻǳƴǘ ƻŦ 

war, insurgency, and change in laws or like eventualities for a specified 

ǇŜǊƛƻŘΦέ 

 

5.6.5 Accordingly, the Commission approves the additional statutory expenses 

incurred towards competitive bidding process, demand side management 

activities and technical studies on actual basis. The table below highlights the 

approved statutory and other expenses approved by the Commission for FY 

2014-15: 
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Table 5:10: STATUTORY/OTHER REGULATORY EXPENSES (Rs. Crore) 

Particulars Approved 
vide T.O. 
1/10/14 

True-up 
Petition 

Approved 
upon Truing 

Up 

Demand Side Management Expenses 
0.25 0.26 0.26 

CGRF Expenses 
0.24 0.25 0.25 

Competitive Bidding Expenses 
0.30 0.32 0.32 

Technical studies as directed by 
Commission 

0.50 0.04 0.04 

Service Tax payable due to change in 
law 

0.74 0.55 0.55 

CSR Expense 
0.00 2.31 0.00 

Total 2.03 3.72 1.42 

 

5.7 CAPITAL EXPENDITURE (CAPEX): 

5.7.1 The Petitioner in the True-up petition has claimed capex of Rs. 162.47Crore 

during FY 2014-15 as against Rs. 239.43Crore (including interest capitalization) 

approved by the Commission in its Tariff Order dated October1, 2014. The 

Petitioner has also claimed Rs. 4.61 Crore towards interest capitalized during FY 

2014-15against Rs. 1.24 Crore approved by the Commission in its Tariff Order 

dated October1, 2014. 

CƻƳƳƛǎǎƛƻƴΩǎ !ƴŀƭȅǎƛǎΥ  

5.7.2 The actual capital expenditure for FY 2014-15has been considered as per the 

audited accounts. The opening capital work in progress (CWIP) for FY 2014-15 is 

Rs. 24.81 Crore. Total capitalization i.e. transfers to GFA as per the audited 

accounts is Rs. 181.41Crore. Accordingly, the capital expenditure incurred by 

the Petitioner for the FY 2014-15 as per the Audited Accounts works out to be 

Rs. 157.86 Crore. 

5.7.3 The interest capitalization for FY 2014-15 has been considered as Rs. 4.61 

Crore. Consumer contribution of Rs. 14.88 Crore is taken as per the audited 

accounts for FY 2014-15.  

5.7.4 The details of the capital expenditure claimed by the Petitioner and approved / 

true-up by the Commission for FY 2014-15 is provided in the table below:  

Table 5:11: CAPEX TRUE-UP FOR FY 2014-15 (Rs. Crore) 
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Particulars Approved 
vide T.O. 
1/10/14 

True-up 
Petition 

Approved 
upon Truing 

Up 

Total Additions to Assets (excluding 
interest capitalisation) 237.94 181.41 181.41 

Add: Closing CWIP 
2.25 1.25 1.25 

Less: Opening CWIP 
2.00 24.81 24.81 

Total Capex (excluding interest 
capitalisation) 238.19 157.86 157.86 

Add: Interest Capitalisation 
1.24 4.61 4.61 

Total Capex 
239.43 162.47 162.47 

Consumer Contribution & GNIDA 
7.92 15.04 14.88 

Net Capex 
231.51 147.43 147.59 

Debt @ 70% 
162.06 103.20 103.31 

Equity @ 30% 
69.45 44.23 44.28 

 

5.8 INTEREST AND FINANCE CHARGES: 

5.8.1 The Licensee has claimed Interest and Finance Charges which includes following 

components:  

¶ Interest on Long Term Loans  

¶ Finance Charges  

¶ Interest on working capital  

¶ Interest on consumer security deposits 

¶ Carrying Cost of Regulatory Asset 

5.8.2 Each of the above cost elements are discussed separately as under:  

 
5.9 INTEREST ON LONG TERM LOANS: 

5.9.1 In the True-up Petition, the Petitioner has claimed interest on loan as Rs. 

36.03Crore after considering loan additions of Rs. 103.20 Crore. Brief details of 

the interest on Term loan as submitted by the Petitioner are provided below. 

a) Opening balances of existing loans are considered as per closing balances 
of Term Loans as approved by the Commission vide its order dated June 
18, 2015 in True-up of ARR for FY 2013-14.  

b) Repayments, rate of interest and interest for existing loans are considered 
as per the terms and conditions of the respective term loans agreements. 
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c) NPCL had procured 13 plots of land in FY 2007-08 against which a loan of 
Rs.12.73 Cr was extended by GNIDA to be paid in 12 equal installments. 
Accordingly, interest and repayment has been claimed under GNIDA loan 
on actual payment basis.  

d) Normative loan of FY 2007-08 as approved by the Commission is 
continued in FY 2014-15 also as per the method followed by the                 
Commission in Tariff Order dated October1, 2014. 

e) The Company has tied-up the Term Loan Facility of Rs. 125 Crore from 
HDFC Bank Limited bearing interest at the rate of11.25% p.a. (out of which 
Rs. 50 Crore was novated to State Bank of Mysore) for funding the Capital 
Expenditure for FY 2014-15. 

/ƻƳƳƛǎǎƛƻƴǎΩ !ƴŀƭȅǎƛǎ  

5.9.2 The Commission has gone through the interest expenses claimed by the 

Petitioner for FY 2014-15. The interest on long term loans as submitted by NPCL 

for FY 2014-15 is given in Table below: 

 

Table 5:12: INTEREST ON LONG TERM LOANS AS SUBMITTED BY PETITIONER FOR FY 2014-15 
(Rs. Crore) 

Particulars Opening 
Balance 

Additions 
During the 

Year 

Repayment Closing 
Balance 

Interest 

Bank of Maharashtra (FY 10) 17.40 - 4.93 12.47 1.80 

IDBI Bank(FY11) 35.91 - 11.05 24.86 3.55 

GNIDA 1.06 - 1.06 0.00 0.06 

Normative Loans (FY08) 2.13 - 0.53 1.60 0.22 

ICICI  Bank (FY12) 30.39 - 6.75 23.64 3.26 

Central Bank of India (FY 13) 62.76 - 12.87 49.89 6.82 

ICICI Bank (FY 13) 23.00 - 2.04 20.96 2.59 

Normative Loans (FY14)/ ICICI 
bank (FY 14) 

95.20 - - 95.20 11.28 

SBM (2014-15) - 30.00 - 30.00 1.18 

Normative Loans (FY 2014-15) / 
HDFC Bank   (2014-15) 

- 73.20 - 73.20 5.25 

Total 267.85 103.20 39.24 331.81 36.03 

 

5.9.3 The opening balances of loan trued-up for FY 2014-15 are considered as per 

closing balances of true-up for FY 2013-14. 

5.9.4 The normative loan of FY 2007-08 is continued in FY 2014-15 with repayment 

considered based on 10-year repayment period. 
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5.9.5 The debt component has been considered at 70% and accordingly the additions 

during the year FY 2014-15 is at Rs. 103.20 Crore. The source of loan is State 

Bank of Mysore with rate of interest at 11.25% and HDFC Bank with interest 

rate at 11.25%. NPCL has submitted the bank sanction letters with the Petition 

and accordingly the Commission has taken the actual interest rates for 

computing the interest expenses. 

5.9.6 The repayments, rate of interest and interest on existing loans are approved as 

per actual loan portfolio for FY 2014-15.  

 

Table 5:13: INTEREST ON LONG TERM LOANS APPROVED BY THE COMMISSION FOR FY 2014-15 
(Rs. Crore) 

Particulars Opening 
Balance 

Additions 
During the 

Year 

Repayment Closing 
Balance 

Interest 

Bank of Maharashtra (FY 10) 17.41 - 4.93 12.47 1.81 

IDBI Bank(FY11) 35.91 - 11.05 24.86 3.55 

GNIDA 1.06 - 1.06 0.00 0.06 

Normative Loans (FY08) 2.12 - 0.53 1.59 0.22 

ICICI  Bank (FY12) 30.39 - 6.75 23.64 3.26 

Central Bank of India (FY 13) 62.76 - 12.87 49.89 6.82 

ICICI Bank (FY 13) 23.00 - 2.04 20.96 2.59 

Normative Loans (FY14)/ ICICI 
bank (FY 14) 95.20 - - 95.20 11.28 

Normative Loans (FY 2014-
15) / HDFC Bank   (2014-15) - 30.00 - 30.00 1.18 

XYZ Bank - 73.20 - 73.20 5.25 

Total 267.85 103.20 39.24 331.81 36.03 

 

5.10 INTEREST ON WORKING CAPITAL: 

5.10.1 The Distribution Tariff Regulations, 2006 provides for normative interest on 

working capital based on the principles outlined and accordingly Licensee is 

eligible for interest on working capital worked out on this basis. Further the 

Clause No. 4.8 (2) (b) of the Distribution Tariff Regulations, 2006 provides for 

rate of interest on working capital borrowings at bank rate specified by RBI + 

appropriate margin decided by Commission.  

5.10.2 Petitioner has considered Interest rate for interest on working capital as 14.75% 
as weighted average rate of SBI PLR for FY 2014-15. 
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5.10.3 In the truing up Petition for FY 2014-15, the Petitioner has considered the 

security deposit passed onto UPPCL amounting to Rs. 11.28 Crore. Such amount 

has been added while computing the total working capital requirement for the 

year as had been done in previous years. The total interest on working capital 

claimed by the Petitioner is Rs. 10.36 Crore.  

/ƻƳƳƛǎǎƛƻƴΩǎ !ƴŀƭȅǎƛǎ  

5.10.4 As per the Distribution Tariff Regulation, 2006 notified by the Commission, 

interest rate on the working capital loan shall be Bank Rate as specified by 

Reserve Bank of India for the relevant year plus a margin as decided by the 

Commission. The relevant provision of the regulation 4.8.2(b) of the U.P. 

Electricity Regulatory Commission (Terms and Conditions for determination of 

Distribution Tariff) Regulation-2006 is reproduced below: 

άΧΦόōύ wŀǘŜ ƻŦ ƛƴǘŜǊŜǎǘ ƻƴ ǿƻǊƪƛƴƎ ŎŀǇƛǘŀƭ ǎƘŀƭƭ ōŜ ǘƘŜ .ŀƴƪ wŀǘŜ ŀǎ 

specified by Reserve Bank of India for the relevant year plus a margin as 

decided by ǘƘŜ /ƻƳƳƛǎǎƛƻƴΧέ 

5.10.5 The Commission in its earlier Tariff Orders, prior to FY 2015-16 has been 

considering the interest rate on working capital as per the SBI Prime Lending 

Rate i.e. being the bank rate plus the margin over the bank rate for calculation 

of interest on working capital. The Commission in its Truing up Order for FY 

2013-14 and for determination of ARR for the FY 2015-16  approved rate of 

interest on working capital as 12.50% against 14.58% claimed by the Petitioner, 

in response to the replacement of BPLR with the Base Rate system for levying 

interest on loan ǾƛŘŜ άaŀǎǘŜǊ /ƛǊŎǳƭŀǊ - LƴǘŜǊŜǎǘ wŀǘŜǎ ƻƴ !ŘǾŀƴŎŜǎέ ŘŀǘŜŘ Wǳƭȅ 

2, 2012, of RBI which mandated all loans to be priced only with reference to 

base rate with effect from July 1, 2010, thereby changing the approach 

followed in the previous years. The Petitioner filed an appeal before the 

IƻƴΩōƭŜ !t¢9[ ƛƴ ǘƘƛǎ ƳŀǘǘŜǊ ƻŦ ŎƘŀƴƎŜŘ ŀǇǇǊƻŀŎƘ of the Commission for 

consideration of interest on working capital.  

5.10.6 ¢ƘŜ IƻƴΩōƭŜ !t¢9[ ƛƴ ƛǘǎ WǳŘƎƳŜƴǘ ŘŀǘŜŘ WǳƴŜ нΣ нлмс ƘŜƭŘ ǘƘŀǘ ǘƘŜ 

Commission has deviated from the provisions of the applicable Distribution 

Tariff Regulations while computing the interest rate on working capital were of 

the opinion that the methodology adopted by the State Commission of 

considering SBI-t[w ǊŀǘŜ ŀǎ Ψ.ŀƴƪ wŀǘŜ Ǉƭǳǎ aŀǊƎƛƴΩΣ ǎƛƴŎŜ ƴƻǘƛŦƛŎŀǘƛƻƴ ƻŦ 

Distribution Tariff Regulations 2006 should have been continued. Details of the 

WǳŘƎƳŜƴǘ ƻŦ ǘƘŜ IƻƴΩōƭŜ !t¢9[ ƘŀǾŜ ŀƭǊŜŀŘȅ ōŜŜƴ ŘƛǎŎǳǎǎŜŘ ƛƴ ǘƘŜ ǊŜǾƛǎŜŘ 

True-up for FY 2013-14 chapter of this Order. 



 Determination of ARR & Tariff of NPCL for FY 2016-17 
and True Up for FY 2014-15 

 

 

Page 68 

5.10.7 Therefore, the Commission, for the purpose of arriving at the appropriate 

margin over and above the bank rate notified by the RBI, has considered 

weighted average of SBI-PLR of 14.75 % in line with the earlier Tariff Orders of 

the Commission prior to FY 2015-16 and Judgment dated June 2, 2016 of the 

IƻƴΩōƭŜ !t¢EL. 

5.10.8 In the truing up Petition for FY 2014-15, the Petitioner has considered the 

security deposit passed onto UPPCL amounting to Rs. 11.28 Crore. Such amount 

has been added while computing the total working capital requirement for the 

year as had been done in previous years. 

5.10.9 The Commission has worked out the working capital and interest on working 

capital for FY 2014-15 as given in Table below:  

Table 5:14: INTEREST ON WORKING CAPITAL AS APPROVED BY THE COMMISSION FOR FY 2014-
15(Rs. Crore) 

Particulars Approved 
vide T.O. 

1/10/2014 

True-up 
Petition 

Approved 
upon Truing 

Up 

One Month's O&M Expenses 3.61 4.23 3.39 

One-twelfth of the sum of the book 
value of materials in stores at the end of 
each month of such financial year. 

19.83 15.96 15.96 

Receivables equivalent to 60 days 
average billing on consumers 156.55 160.43 160.43 

Gross Total 180.00 180.63 179.78 

Total Security Deposits by the 
Consumers reduced by Security Deposits 
under section 47(1)(b) of the Electricity 
Act 2003 

   

Opening Balance 96.07 104.09 104.08 

Received during the year 18.00 35.12 35.12 

Closing Balance 114.07 139.21 139.21 

Less: Security Deposit with UPPCL 11.28 11.28 11.28 

Net Security Deposits by the Consumers 
reduced by Security Deposits under 
section 47(1)(b) of the Electricity Act 
2003 

93.79 110.37 110.36 

Net Working Capital 86.21 70.26 69.42 

Rate of Interest for Working Capital 14.58% 14.75% 14.75% 

Interest on Total Working Capital 12.57 10.36 10.24 
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5.11 FINANCE CHARGE: 

5.11.1 The Petitioner submitted that during FY 2014-15, the Company has incurred the 

expenses on renewal / enhancement of the existing Working Capital Facilities 

including LC facilities for payment security of Power Purchase Agreements in 

accordance with their respective terms of agreement and issued Commercial 

Paper of Rs. 200 Crore to facilitate short-term funding of regulatory asset and 

working capital requirement. 

5.11.2 The Petitioner submitted that it had negotiated a term loan facility of Rs. 125 

Crore with HDFC Bank Limited (out of which Rs. 50 Crore was later on novated 

to State Bank of Mysore) at a very attractive interest rate of 11.25% p.a. in 

aŀǊŎƘΩнлмп ƛǘǎŜƭŦ ŦƻǊ ǘƘŜ ǇǳǊǇƻǎŜ ƻŦ ŦǳƴŘƛƴƎ ǘƘŜ ŎŀǇƛǘŀƭ ŜȄǇŜƴŘƛǘure for FY 

2014-15. Further it added that the processing charges for the same were 

incurred and claimed by the Company in its Truing-up Petition for FY 2013-14 

and has also been approved by the Commission and therefore the Petitioner is 

not claiming any amount toward processing charges for these loans. 

5.11.3 Further the Petitioner submitted that during FY 2014-15, the Company has 

successfully negotiated Term Loan of Rs. 150 Crore from IDBI Bank Limited for 

the purpose of debt funding of Capital Expenditure for FY 2015-16.Since, the 

term loan facility has been sanctioned during FY 2014-15, the processing 

charges payable for sanction of the term loan facility has also been charged in 

the Profit and Loss account for FY 2014-15 as per the Accounting Standards (AS) 

and Generally Accepted Accounting Principles (GAAP). Accordingly, the 

processing charges for sanctioning the term loan facility of Rs. 150 Crore by IDBI 

Bank Limited for FY 2015-16 have been claimed by the Company in True-up 

Petition for FY 2014-15.  

5.11.4 The summary of processing charges as claimed by the Petitioner for FY 2014-15 

is provided in Table below: 

Table 5:15: SUMMARY OF PROCESSING CHARGES AS CLAIMED BY THE PETITIONER (Rs. Crore) 

Sl. 
No. 

Financing Activity Facility 
Amount 

Charges 
Paid 

Charges as % 
of Facility 

1 
Fund Based WCF Renewal 
(including CP Issue) 

265.00 1.54 0.58% 

2 Non- Fund Based WCF Renewal  
& CP Issue 

115.00 0.44 0.38% 

3 
Sanction of Term Loan from 
IDBI Bank for FY 16 

150.00 2.70 1.80% 
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Sl. 
No. 

Financing Activity Facility 
Amount 

Charges 
Paid 

Charges as % 
of Facility 

  Total 530.00 4.68 0.88% 

 

5.11.5 In addition to the above, the Petitioner also claimed Credit Rating Charges, 

Collection Facilitation Charges and Other Finance Charges as Rs. 0.12 Crore, Rs. 

0.18 Crore and Rs. 0.19 Crore respectively.  

/ƻƳƳƛǎǎƛƻƴΩǎ !ƴŀƭȅǎƛǎ  

5.11.6 As it can be observed from the above table, the Petitioner has claimed Rs. 4.68 

Crore for processing charges which includes facilitation of short-term funding of 

regulatory asset and working capital requirement. 

5.11.7 It may be observed that the Petitioner claims the carrying cost on the 

Regulatory Asset separately which is allowed by the Commission at the SBI PLR 

with monthly compounding. The Commission is of the view that any expense to 

fund the regulatory asset has to be borne from the carrying cost allowed by the 

Commission and should not be claimed additionally. Thus, it would not be 

appropriate to allow the expenses to facilitate the funding of the regulatory 

asset (shortfall in cash-flow) and the same can be allowed only for the 

normative working capital requirement allowed by the Commission.  

5.11.8 The Commission in deficiency note dated January 29, 2016 asked the Petitioner 

to submit the breakup of actual processing charges incurred for funding the 

normal working capital requirements and the shortfall due to regulatory asset. 

5.11.9 The Petitioner in its reply dated February 24, 2016 submitted that in order to 

meet the day to day Working Capital requirements and also to part finance 

accumulated Regulatory Asset approved by the Commission, the Petitioner 

secured sanction/renewal of Fund Based Working Capital facilities of Rs. 290 

Crore and Non fund based facilities of Rs. 115 Crore during FY 2014-15 from 

various commercial banks on which finance charges of Rs. 1.98 Crore were 

incurred and paid. The petitioner further submitted that it is availing the 

Working Capital facilities sanctioned by various Banks to meet its day to day 

operational requirements like Payment of Power Purchase Bills, Operational 

Expenses, Taxes, Interest and Loans Repayment etc. and regulatory asset 

created due to inadequate and delayed increase in tariffs. Such revenue gap 

consists of unrecovered cost of power purchase and other distribution 

expenses etc. Therefore, the working capital facility is required for funding 
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both, its normal operational expenses and revenue gap incurred due to non-

recovery full cost of distribution. 

5.11.10 The Commission also observed that the actual processing charges paid is 

around 1.8% of the total loan facility availed in FY 2014-15.As processing 

charges are usually around 1.00% of the loan amount. The Petitioner was asked 

to submit the justification for such a higher processing charges paid by it. 

5.11.11 The Petitioner in its reply to this observation of the Commission submitted that 

the aforesaid charge of 1.81% is inclusive of Service Tax @ 12.36% and 

therefore the processing charges are at 1.6 % only. It has further submitted that 

due to various reasons including growing non-performing assets (NPAs) the 

banks and financial institutions do not readily agree to grant loans especially to 

the power distribution companies. Further, it is the sole discretion of the banks 

to determine cost of providing loans to the companies. 

5.11.12 Further the Petitioner submitted that it is the standard practice of the banks 

and financial institutions to consider the overall return on the loans, being given 

by them, which comprises one time finance charges / processing fee and 

interest rate. Some banks do levy comparatively higher finance charges and 

lower interest rates and some other banks charge vice ςversa. There is no 

thumb rule to charge processing fee @ 1% on such loans. Generally, it ranges 

from 1% to 3% depending upon the overall risk profile of the particular 

borrower and industrial segment to which it belongs. The Petitioner submitted 

the summary of processing charges paid for Term Loans sanctioned during FY 

2014-15 as provided below: 

Table 5:16: PROCESSING CHARGES FOR TERM LOAN AS CLAIMED BY THE PETITIONER (Rs. Crore) 

Sl. 
No. 

Bank Sanctioned 
Term Loan 
(Rs. Cr.) 

Tenure 
of Loan 

Average 
Maturity  

Processing 
Fee 

Annualized 
Processing 
Fee (%) 

Interest 
Rate 

Overall 
Cost 

Prevailing 
SBI PLR 

(Years) (Years) (%) 

1 IDBI 
Bank 

150 7 4 1.81% 0.45% 11.00% 11.45% 14.75% 

 

5.11.13 In view of the above, the Commission while approving the finance charges has 

considered the processing charges only for the normative working capital 

requirement which has been recomputed as Rs. 0.40 Crore. 
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5.11.14 The Commission has observed that the Licensee has got the sanctions of the 

loans in FY 2014-15 for the capital expenditure to be undertaken during FY 

2015-16. Therefore, the Licensee has claimed the processing charges of Rs 2.70 

Crore towards sanction of Fresh Term Loans for FY 2015-16 in the True-up 

Petition for FY 2014-15. The Commission is approving the processing charges of 

sanction of Fresh Term Loans as claimed by Licensee; however Licensee shall 

not be entitled to the processing charges for FY 2015-16during truing up of FY 

2015-16as the same has been approved currently.  

 
Table 5:17: PROCESSING CHARGES APPROVED BY THE COMMISSION (Rs. Crore) 

Sl. No. Financing Activity Charges Paid Approved 

1 Fund Based WCF Renewal & CP Issue 1.54 0.40 

2 Non Fund Based WCF Renewal 0.44 0.44 

3 Sanction of Term Loan from IDBI 2.70 2.70 

 Total 4.68 3.54 

5.11.15 The summary of the Finance charges as claimed by the Petitioner and as 

approved by the Commission for FY 2014-15 are shown in the Table below: 

Table 5:18: FINANCE CHARGES APPROVED BY THE COMMISSION (Rs. Crore) 

Particulars Approved 
vide T.O. 
1/10/14 

True-up 
Petition 

Approved 
upon Truing 

Up 

Credit Rating Charges 0.15 0.12 0.12 

Processing Charges 6.00 4.68 3.54 

Other Finance Charges 1.12 0.36 0.36 

Total Finance Charges 7.27 5.16 4.02 

 

5.12 INTEREST ON SECURITY DEPOSIT: 

5.12.1 The Commission in its Tariff Order dated October1, 2014approved the Interest 

on Security Deposit at 9.00%.The Petitioner in its True-up petition has claimed 

interest on security deposit as Rs. 11.33 Crore at 9.00%Σ ōŀǎŜŘ ƻƴ ǘƘŜ w.LΩǎ 

Bank Rate prevailing on the April 1, 2014 i.e. 9.00%p.a. 

5.12.2 Clause No. 4.8.3 of the Distribution Tariff Regulation, 2006 provides that the 

Licensee shall pay interest equivalent to the bank rate or more on the 

consumer security deposits, as may be specified by the Commission.  

/ƻƳƳƛǎǎƛƻƴΩǎ !ƴŀƭȅǎƛǎ  
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5.12.3 In its Tariff Order for FY 2014-15, the Commission based on the submission of 

the Petitioner approved the rate of interest to be paid on security deposit at 

9.00% which is same as the RBI Bank Rate prevailing as on April 1, 2014 and the 

Petitioner has paid the interest on security deposit at the rate of 9.00%.  

 

5.12.4 The Commission has approved the actual interest on security deposit paid / 

provided for FY 2014-15 as per audited accounts for FY 2014-15. The details of 

the interest on security deposits claimed and trued-up by Commission for FY 

2014-15 are given in the Table below:  

Table 5:19: INTEREST ON SECURITY DEPOSIT AS APPROVED BY THE COMMISSION (Rs. Crore) 

Particulars Approved 
vide T.O. 
1/10/14 

True-up 
Petition 

Approved 
upon Truing 

Up 

Opening Balance of Security Deposit 96.07 104.09 104.08 

Addition during the year 18.00 35.12 35.12 

Closing Balance for Security Deposit 114.07 139.21 139.21 

Average Balance for Security Deposit 105.07 121.65 121.64 

Rate of Interest 9.00% 9.00% 9.00% 

Interest payable on Security Deposit 9.46 11.33 11.33 

 

5.12.5 The company has paid interest on consumer security deposit @ 9.00% p.a. on 

its consumer security deposits. The interest on security deposit is trued-up at 

Rs. 11.33 Crore as per the Audited Accounts of FY 2014-15. 

 

5.13 INTEREST CAPITALISATION: 

5.13.1 The Petitioner submitted that as per the directions of the Commission and 

IƻƴΩōƭŜ Appellate Tribunal of Electricity (ATE), from FY 2011-12, it has adopted 

the methodology for capitalization of actual interest cost incurred over new 

ŀǎǎŜǘǎ ƛƴ ŀŎŎƻǊŘŀƴŎŜ ǿƛǘƘ ά!ŎŎƻǳƴǘƛƴƎ {ǘŀƴŘŀǊŘ мс ƻƴ /ƻǎǘ ƻŦ .ƻǊǊƻǿƛƴƎέΦ 

5.13.2 According to the methodology, interest expenses incurred on the purchase of 

materials is being computed from the date of supply and in case of labour 

expenses, it is being computed from the date of erection for each project. The 

Petitioner submitted that it is using SAP based ERP for the purpose of 

accounting and maintenance of Fixed Asset Register. Thus, the interest cost so 

computed is included in the project cost and is being capitalized along with the 

same for deprecation, RoE etc. purposes. 
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5.13.3 Considering the above methodology appropriate, the Commission has 

approved the Interest capitalization for FY 2014-15 as Rs. 4.61 Crore as per 

Audited Accounts of the Petitioner.  

 

5.14 SUMMARY OF INTEREST & FINANCE CHARGES: 

5.14.1 The Summary of Interest and Finance Charges trued-up by the Commission for 

FY 2014-15 are given in the Table below:  

 

Table 5:20: SUMMARY-INTEREST & FINANCE CHARGES APPROVED BY THE COMMISSION (Rs. 
Crore) 

Particulars Approved 
vide T.O. 
1/10/14 

True-up 
Petition 

Approved 
upon Truing 

Up 

Interest on Long term loans 41.82 36.03 36.03 

Interest on short term loans/working 
capital 12.57 10.36 10.24 

Finance charges 7.27 5.16 4.02 

Interest on security deposit 9.46 11.33 11.33 

Total Interest & Finance charges 71.12 62.88 61.63 

Less: Interest capitalization 1.24 4.61 4.61 

Net Interest & Finance charges 69.87 58.27 57.02 

 

5.15 EFFICIENCY GAINS DUE TO SWAPPING OF LOAN 

5.15.1 The Petitioner submitted that to minimize the cost of borrowing, it has 

renegotiated its term loan facilities with ICICI Bank, IDBI Bank and Bank of 

Maharashtra for swapping of these term loan facilities with new loan facilities 

bearing lower interest cost. Such swapping of loans resulted in accrual of saving 

in interest cost of Rs. 4.31 Crore for FY 2014-15 to be shared with its consumers 

in accordance with Clause 4.8 and 4.11 of Distribution Tariff Regulations, 2006. 

The Petitioner has worked out the total savings in the interest cost for FY 2013-

14 amounting to Rs. 1.46. Crore, of which Petitioner has claimed Rs 0.73 Crore 

as efficiency gain.  

 
Table 5:21: Efficiency Gains on Swapping of Loans for FY 2014-15 as claimed by the 

Petitioner (Rs. Crore) 
Sl. No. Bank Loan 

Amount 
FY 2014-15 

Approved Actual 

1 ICICI Bank 125 0.6 0.6 
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Sl. No. Bank Loan 
Amount 

FY 2014-15 

Approved Actual 

2 ICICI Bank 40 0.21 0.21 

3 IDBI Bank 75 0.44 0.44 

4 Bank of Maharashtra 55 0.17 0.17 

5 Yes Bank Ltd 30 0.03 0.03 

  Total   1.46 1.46 

50% Efficiency Gain claimed 0.73 0.73 

 

5.15.2 In reply to the CommissionΩǎ ǉǳŜǊȅ ǿƛǘƘ ǊŜƎŀǊŘ ǘƻ ǇǊƻŎŜǎǎƛƴƎ ŎƘŀǊƎŜ ƛƴŎǳǊǊŜŘ 

with respect to swapping of term loans the Petitioner replied that, no 

processing charges has been incurred and claimed by the Petitioner in FY 2014-

15 against swapping of these loans. It is clear that the consumers as well as 

Licensee should be benefited by the swapping of the loans. The relevant 

provision of the regulation 4.8.1(f) of the U.P. Electricity Regulatory 

Commission (Terms and Conditions for determination of Distribution Tariff) 

Regulation, 2006 is reproduced below: 

έ(f) The benefit on account of loan swapping / restructuring of debts shall 

be shared between the distribution licensee and the 

consumers/beneficiaries in the proportion specified in regulation 4.11. 

Provided that interest and finance charges of renegotiated loans 

agreements shall not be considered, if they result in higher charges, 

Provided further that the Commission will allow the cost of debt 

restructuring / swapping of loans while determining the Annual Revenue 

Requirement of the licensee. 

Provided further that interest and finance charges on works in progress 

shall be excluded and shall be considered as part of the capital cost. 

Provided further in case of any moratorium period is availed of by the 

Distribution licensee, depreciation provided for in the tariff during the 

years of moratorium shall be treated as loan repayment during those years 

and the interest on loan capital shall be calculated accordinglyέ 

5.15.3 The relevant provision of the regulation 4.11 of the U.P. Electricity Regulatory 

Commission (Terms and Conditions for determination of Distribution Tariff) 

Regulation, 2006 is reproduced below: 

ά4.11 Profit Sharing 
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1. The licensee will be allowed an approved return for the ensuingfinancial 

year. 

2. However, if the licensee makes more profit than the approved return on 

account of improved performance by way of reduction of Distribution 

Losses, better collection efficiency etc., the Commission may treat the 

profit beyond the approved return in the following manner: 

(i) Licensee shall be entitled to retain 50% of the additional profit 

earned on account of operational efficiencies 

(ii) 25% shall be credited to the licensee's contingency reserve. 

(iii) The remaining 25% shall be passed on to the consumers by way 

of reduction in ARRέ 

5.15.4 Since during the FY 2014-15 the reduction in interest  is more than the 

processing cost of swapping of the loans, the Commission, in line with the 

provisions of the Distribution Tariff Regulation, 2006 stated above, has 

approved efficiency gain on account of swapping of term loan undertaken 

during FY 2014-15 as claimed by the Petitioner. 

 

5.16 CAPITALISATION OF ASSETS & COMPUTATION OF EQUITY: 

5.16.1 The Petitioner has claimed return on equity at 16% on the equity base 

determined as per clause 4.10.1 of the Distribution Tariff Regulations, 2006. 

/ƻƳƳƛǎǎƛƻƴΩǎ !ƴŀƭȅǎƛǎΥ  

5.16.2 As per Clause 1 of Regulation 4.10 of the Distribution Tariff Regulations, 2006, 

return on equity shall be allowed at 16% on the equity base determined in 

accordance with Regulation 4.7. 

5.16.3 The Capitalisation of Assets or Capital Formation takes place from Opening 

Work in Progress (WIP) and investments / capex undertaken during the year. 

The truing-up computation of equity approved by the Commission for FY 2014-

15 is given in the Table below: 

Table 5:22: CAPITALISATION OF ASSETS & COMPUTATION OF EQUITY APPROVED BY THE 
COMMISSION (Rs. Crore) 

Particulars Approved 
vide T.O. 
1/10/14 

True-up 
Petition 

Approved 
upon 

Truing Up 
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Particulars Approved 
vide T.O. 
1/10/14 

True-up 
Petition 

Approved 
upon 

Truing Up 

Opening CWIP 2.00 24.81 24.81 

Capital Investment 239.43 162.47 162.47 

Total capitalization=Transfer to GFA 239.18 186.02 186.02 

Capitalization of Capex approved during the year 237.18 161.22 161.22 

Consumer contribution 7.92 15.04 14.88 

Remaining investment 231.51 147.43 147.59 

Debt 162.06 103.20 103.31 

Equity 69.45 44.23 44.28 

Portion of investment assumed to be capitalized 
through Consumer Contribution 

7.85 14.92 14.76 

Portion of remaining investment to be capitalized 229.33 146.29 146.45 

Debt 160.53 102.40 102.52 

Equity 68.80 43.89 43.94 

Portion of Opening CWIP 0.56 6.74 6.74 

Total Equity for RoE 69.36 50.63 50.68 

 
5.17 GROSS FIXED ASSETS (GFA) & WORK-IN-PROGRESS: 

5.17.1 The petitioner has submitted the audited GFA for truing-up and the same is 

ǇǊŜǎŜƴǘŜŘ ƛƴ ǘƘŜ ǘŀōƭŜ ōŜƭƻǿ ŀƭƻƴƎ ǿƛǘƘ /ƻƳƳƛǎǎƛƻƴΩǎ ŀǇǇǊƻǾŀƭ ŦƻǊ C¸ нлм4-15.  

Table 5:23: GROSS FIXED ASSETS APPROVED BY THE COMMISSION (Rs. Crore) 
Particulars 

Approved 
vide T.O. 
1/10/14 

True-up 
Petition 

Approved 
upon Truing 

Up 

Opening Balance (GFA) 780.03 739.13 739.14 

Addition during the Year 239.18 186.02 186.02 

Retirement during the Year 2.10 2.26 2.25 

Closing Balance 1,017.11 922.89 922.90 

 
5.18 DEPRECIATION: 

5.18.1 The Petitioner submitted that depreciation on plants, equipments and 

installations has been computed under separate categories in accordance with 

the rates prescribed under the Distribution Tariff Regulations, 2006. In case of 

Computers and IT assets, depreciation has been provided at the rates 

prescribed by the Commission in its Tariff Order dated September 1, 2008. The 

Petitioner submitted that the Depreciation corresponding to the consumer 

contribution has been reduced from depreciation on above GFA. 
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/ƻƳƳƛǎǎƛƻƴΩǎ !ƴŀƭȅǎƛǎΥ 

5.18.2 The Commission in its Distribution Tariff Regulations, 2006 has specified the 

rates to be utilized for the purposes of computing depreciation for different 

class of assets. The Commission in the Tariff Order dated September 1, 2008 

para 4.16.3 had allowed the Licensee to charge higher depreciation on IT assets 

at 30% instead of 12.77%.  

5.18.3 The Commission observed that the average GFA calculated (in the above table) 

from the opening balance for GFA i.e. Rs. 739.13 Crore and closing balance of 

GFA and Rs. 922.89 Crore as submitted by the Petitioner is Rs. 831.01 Crore, but 

the average GFA used by the Petitioner in the calculation of depreciation is Rs. 

953.11 Crore. In reply to this observation of the Commission NPCL replied that 

the GFA calculated by the Petitioner does not include ά!ǎǎŜǘǎ ǘŀƪŜƴ ƻver from 

DbL5! ŀƴŘ ¦t{L5/έ. However, the total deprecation has been computed firstly 

on total Gross Fixed Asset i.e. including asset created from consumer 

contribution and asset taken over from GNIDA/ UPSIDC and then depreciation 

on both the above assets have been reduced for the purpose of determination 

of Tariff in accordance with proviso to Clause 4.9.1 of Distribution Tariff 

Regulations 2006.Hence, the difference between average GFA of Rs. 953.11 

Crore and Rs. 831.01 Crore is on account of assets taken over from GNIDA / 

UPSIDC, being not considered for the purpose of depreciation. 

5.18.4 Considering the above submissions of the Petitioner, the depreciation expenses 

as claimed by the Petitioner and as approved by the Commission for FY 2014-15 

are provided in the Table below: 

 
Table 5:24: DEPRECIATION APPROVED BY THE COMMISSION (Rs. Crore) 

Particulars Approved 
vide T.O. 
1/10/14 

True-up 
Petition 

Approved 
upon Truing 

Up 

Depreciation 54.67 54.76 46.56 

Less: Depreciation on Consumer 
Contribution 

7.38 15.52 7.32 

Net Depreciation 47.30 39.24 39.24 

Average Normative GFA 898.57 953.11 831.02 

Weighted average depreciation rate 6.08% 5.74% 5.60% 

 

5.19 INCOME TAX: 

5.19.1 Clause 4.13 of UPERC Distribution Tariff Regulations, 2006, specified as below:-  
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άпΦмо ¢ŀȄ ƻƴ LƴŎƻƳŜΥ 

1. Tax on the income streams of the distribution licensee from core 

business shall be treated as an expense and shall be recovered in tariff. 

2. Any under-recoveries or over-recoveries of tax on income shall be 

adjusted every year on the basis of income tax assessment under the 

LƴŎƻƳŜ ¢ŀȄ !ŎǘΣ мфсм ŀǎ ŎŜǊǘƛŦƛŜŘ ōȅ ǘƘŜ ǎǘŀǘǳǘƻǊȅ !ǳŘƛǘƻǊǎέ 

The Petitioner submitted that the Commission vide its Tariff Order dated June 

26, 2007 provided that Taxes shall be allowed on actual basis. Further the 

Petitioner submitted that the Commission in its Tariff Order dated 1st 

hŎǘƻōŜǊΩнлмп ǿƘƛƭŜ ŀǇǇǊƻǾƛƴƎ ǘƘŜ ƛƴŎƻƳŜ ǘŀȄ ƭƛŀōƛƭƛǘȅ ŦƻǊ C¸ нлмп-15 has stated 

that, 

άΧΦ ¢ƘŜ /ƻƳƳƛǎǎƛƻƴ Ƙŀǎ ǇǊƻǾƛǎƛƻƴŀƭƭȅ ŎƻƴǎƛŘŜǊŜŘ ǘƘŜ LƴŎƻƳŜ ǘŀȄ ƭƛŀōƛƭƛǘȅ 

for FY 2014-15 which shall be subject to actual Income Tax paid by the 

Petitioner in FY 2014-15 which will also cover the tax liability for previous 

ȅŜŀǊǎ ƛŦ ŀƴȅΧέ 

Further the Petitioner added that the Commission in its various Tariff Orders 

had been approving the income tax liability on actual payment basis. 

Accordingly, the Petitioner claimed the income tax liability as per MAT, as Rs. 

17.55 Crore and Income tax demand of Rs 6.29 Crore for FY 2014-15. The 

Petitioner also submitted the copies of Income Tax challans along with the 

Petition.  

/ƻƳƳƛǎǎƛƻƴΩǎ !ƴŀƭȅǎƛǎΥ 

5.19.2 The Petitioner has claimed the Income Tax as Rs. 23.84 Crore as against the 

approved income tax of Rs. 12.91 Crore for FY 2014-15. The Petitioner in its 

Petition has also submitted the challans for the income tax payments. The 

Income Tax claimed in the Petition approved by the Commission is shown in the 

Table below: 

Table 5:25: INCOME TAX AS CLAIMED BY THE PETITIONER AND AS PER CHALLANS (Rs. Crore) 

Sl.No. Nature of Tax Approved Actual 

1 Minimum Alternate Tax 12.91 17.55 

2 Income Tax Demand for earlier years 0.00 6.29 

3 Total Tax Expense 12.91 23.84 
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5.19.3 For the purpose of Truing-up, the Commission, in line with the approach 

followed in previous years, has approved the actual Income Tax liability of 

Rs.23.84 Crore as per the Income tax challans submitted by the Petitioner. 

 

5.20 CONTINGENCY RESERVE: 

5.20.1 Clause No. 4.14 of the Distribution Tariff Regulations, 2006 provides for 

creation of Contingency Reserve upto 0.5% of opening gross fixed assets to be 

included in ARR for meeting cost of replacement of equipment damaged due to 

force majeure situations. The Petitioner in its true-up petition has not claimed 

any contingency reserve for FY 2014-15.  

5.20.2 Accordingly, the Commission for the truing up purpose for FY 2014-15 has not 

considered any contingency reserve. 

 

5.21 PROVISION FOR BAD & DOUBTFUL DEBTS: 

5.21.1 The expense claimed by the Petitioner on account of bad and doubtful debts for 

FY 2014-15isRs. 10.61 Crore as against the approved amount of Rs. 8.90 Crore. 

The Petitioner submitted that any recovery around 97% - 98% of the sales 

should undoubtedly be considered as efficient collection and, therefore, the 

balance 2-3% may be provided as bad and doubtful debts. 

/ƻƳƳƛǎǎƛƻƴΩǎ !ƴŀƭȅǎƛǎΥ   

5.21.2 As per clause 4.4 of the Distribution Tariff Regulations, 2006; 

ά.ŀŘ ŀƴŘ 5ƻǳōǘŦǳƭ 5Ŝōǘǎ ǎƘŀƭƭ ōŜ ŀƭƭƻǿŜŘ ŀǎ ŀ ƭŜƎƛǘƛƳŀǘŜ ōǳǎƛƴŜǎǎ ŜȄǇŜƴǎŜ 

with the ceiling limit of 2% of the revenue receivables provided the 

Distribution Licensee actually identifies and writes off bad debts as per the 

transparent pƻƭƛŎȅ ŀǇǇǊƻǾŜŘ ōȅ ǘƘŜ /ƻƳƳƛǎǎƛƻƴΦέ  

5.21.3 Thus, from the above, bad debts subject to actual written off in the audited 

books shall be allowed upto 2% of the revenue for the year under 

consideration. The Commission had provisionally approved bad debts for FY 

2013-14 at 1.00% of revenue vide Tariff Order dated October1, 2014. The 

Petitioner has claimed bad debts for FY 2014-15at 1.09% of revenue billed 

during the year as per transparent policy duly approved by the Commission. 
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5.21.4 The Commission considers it appropriate that since the Licensee has written off 

ōŀŘ ŘŜōǘǎ ƻƴ ŀŎǘǳŀƭ ōŀǎƛǎ ŀŦǘŜǊ ǘŀƪƛƴƎ ƛǘǎ aŀƴŀƎŜƳŜƴǘΩǎ ŀǇǇǊƻǾŀƭΣ ǘƘŜ ōŀŘ-

debts may be trued-up at 1.09% level on revenue approved by Commission. The 

details of bad-debts trued-up by the Commission for 2014-15 are provided in 

the Table below:  

Table 5:26: BAD & DOUBTFUL DEBTS FOR FY 2014-15 (Rs. Crore) 
Particulars Approved 

vide T.O. 
1/10/14 

True-up 
Petition 

Approved 
upon Truing 

Up 

Receivable from Customers at the 
beginning of the year 85.49 52.54 52.54 

Revenue billed for the year 889.97 975.97 975.97 

Collection for the year 846.58 967.32 956.72 

Gross receivable from customer as at 
the end of the year 119.98 61.19 61.19 

% of Provision 1.00% 1.09% 1.09% 

Provision for Bad & Doubtful debts 8.90 10.61 10.61 

 

5.22 MISCELLANEOUS EXPENSES: 

5.22.1 The Petitioner submitted that the Commission in its Tariff Order dated 

October1, 2014, had approved a Miscellaneous Expenditure viz. loss on sale of 

fixed assets at Rs. 0.23 Crore. During, FY 2014-15, most of the assets retired 

comprised of meters which are largely funded through consumer contribution. 

Thus, though the loss on sale / retirement of these meters was Rs. 0.24 Crore, 

Rs. 0.16Crore was set-off from consumer contribution and remaining Rs. 

0.08Crore on account of loss on sale of fixed assets is claimed as miscellaneous 

expenditure. The Petitioner requested the Commission to allow the same 

accordingly for FY 2014-15. 

5.22.2 Considering that due to fast obsolescence and normal wear and tear, some of 

the assets are required to be scrapped before their useful life. Hence, the loss 

on sale of assets incurred due to disposal of such scrap assets is genuine and 

legitimate business expenditure and therefore, the Commission approves 

miscellaneous expenditure at Rs. 0.08 Crore as per Audited Accounts of the 

Petitioner for FY 2014-15.  

 

5.23 RETURN ON EQUITY: 
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5.23.1 The Licensee is entitled to earn Return on Equity as per Clause No. 4.10 of the 

Distribution Tariff Regulations, 2006.  

5.23.2 The Petitioner based on its computations of equity after making adjustment for 

interest capitalization has claimed return of Rs. 34.47 Crore.  

/ƻƳƳƛǎǎƛƻƴΩǎ !ƴŀƭȅǎƛǎΥ  

5.23.3 The return on equity computed by Commission and approved for FY 2014-15 is 

provided in the Table below:  

 

Table 5:27: RETURN ON EQUITY APPROVED BY THE COMMISSION FOR FY 2014-15 (Rs. Crore) 

Particulars Approved 
vide T.O. 
1/10/14 

True-up 
Petition 

Approved 
upon 

Truing Up 

Regulatory Equity Base  at the beginning of the year 
202.76 190.14 190.14 

Assets Capitalised during the year 
239.18 186.02 186.02 

Equity portion of Assets Capitalised  during the year 
69.36 50.63 50.68 

Regulatory Equity Base at the end of the year 
272.12 240.77 240.82 

Computation of Return on Equity  
   

Return on Opening Regulatory Equity Base @16% 
32.44 30.42 30.42 

Return on Addition to Equity Base during the year@ 16% 
5.55 4.05 4.05 

Total Return on Equity 
37.99 34.47 34.48 

5.23.4 The return on equity trued-up for FY 2014-15 is Rs. 34.48 Crore as against Rs. 
37.99 Crore approved in Tariff Order dated October1, 2014.  

 

5.24 NON TARIFF INCOME: 

5.24.1 The Non-Tariff Income includes delayed payment surcharge, miscellaneous 

charges, income from investments, interest on fixed deposits and income from 

consultancy business. The non-tariff income claimed by NPCL for truing-up for 

FY 2014-15 is Rs. 2.35 Crore. 

5.24.2 In order to appropriately compensate for the cost incurred for financing that 

deferred payment beyond the normative period, the Commission in its Tariff 

Order dated October1, 2014 had reduced the amount of non-tariff income by 

the financing costs of DPS on account of the reasons highlighted in section 5.26 

of the aforesaid Order.  
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5.24.3 The financing cost of delayed payment surcharge is computed by the 

Commission based on the actual DPS for the year. The DPS is grossed up 

conservatively based on the highest applicable surcharge rate which is 1.5% per 

month. Further, the financing cost is arrived at on the grossed-up amount and 

interest rate of 14.75% as approved for working capital requirement. The 

computation of the financing cost for DPS is provided below:  

Table 5:28: COST OF BORROWING FOR DPS APPROVED BY THE COMMISSION FOR FY 2014-15 
(Rs. Crore) 

Particulars Approved 
vide T.O. 
1/10/14 

True-up 
Petition 

Approved 
upon Truing 

Up 

Delayed Payment Surcharge (Rs. Crore) 1.70 3.64 3.64 

DPS grossed up at 1.50% per month or 
18% per annum 18% 18% 18% 

Amount (Rs. Crores) 9.44 20.23 20.23 

Financing cost @SBI PLR 14.58% 14.75% 14.75% 

Cost of Borrowing (Rs. Crores) 1.38 2.98 2.98 

 

5.24.4 The Commission approves the non-tariff income net of financing cost for DPS at 

Rs. 2.35Crore for the truing-up for FY 2014-15.  

 

5.25 REVENUE FROM SALE OF POWER: 

5.25.1 NPCL in the true-up petition has submitted that the revenue from sale of power 

as per Audited Accounts is Rs.919.18 Crore. The Commission has approved the 

sales as per Audited Accounts and accordingly approves the revenue from sale 

of power at Rs. 919.18 Crore. The category wise revenue from sale of power 

including regulatory surcharge for FY 2014-15 is provided in the Table below:  

Table 5:29: REVENUE APPROVED BY THE COMMISSION FOR FY 2014-15 

Particulars Sales Revenue Average 
Realisation 

(MU) (Rs. Crore) (Rs/kWh) 

LMV-1: Domestic Light, Fan & Power 233.10 120.91 5.19 

LMV-2: Non Domestic Light, Fan & 
Power 

22.83 19.47 8.52 

LMV-3: Public Lamps  36.06 25.22 7.00 

LMV-4: Institutions  14.21 10.86 7.65 

LMV-5: Private Tube Wells 26.98 3.60 1.34 
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Particulars Sales Revenue Average 
Realisation 

(MU) (Rs. Crore) (Rs/kWh) 

LMV 6: Small and Medium Power  48.86 43.89 8.98 

LMV-7: Public Water Works 13.97 12.05 8.62 

LMV-8: STW and Pumped Canals  0.31 0.27 8.74 

LMV-9: Temporary Supply 33.61 27.40 8.15 

HV-1: Non Industrial Bulk Power 87.94 72.49 8.24 

HV-2: Large and Heavy Power  792.02 583.01 7.36 

Total 1,309.89 919.18 7.02 

 

5.26 REVENUE GAP OF FY 2013-14: 

5.26.1 The revenue gap carried forward from FY 2013-14 was Rs. 565.80 Crore as 

determined by the Commission in its Order dated June 18, 2015. However the 

Petitioner has considered Rs. 586.08 Crore as revenue gap for FY 2013-14 while 

calculating total revenue gap for FY 2014-мрΦ Lƴ ǊŜǇƭȅ ǘƻ ǘƘŜ /ƻƳƳƛǎǎƛƻƴΩǎ ǉǳŜǊȅ 

regarding such consideration the Petitioner submitted that as it has preferred 

an appeal ōŜŦƻǊŜ ǘƘŜ IƻƴΩōƭŜ !ǇǇŜƭƭŀǘŜ ¢Ǌƛōǳƴŀƭ CƻǊ 9ƭŜŎǘǊƛŎƛǘȅ όά!t¢9[έύ ǾƛȊΦ 

Appeal No. 174 of 2015  aggrieved by the Tariff Order dated June 18, 2015 in 

which True-up for FY 2013-14 was done by the Commission and the said appeal 

is still pending and sub-judiŎŜ ōŜŦƻǊŜ ǘƘŜ IƻƴΩōƭŜ !t¢9[, the Petitioner in 

accordance with the principles being followed by this Commission in its earlier 

Tariff Orders dated May 31, 2013 and October 1, 2014, has considered the 

accumulated revenue gap carried forward to FY 2014-15 at Rs. 586.08 Crore as 

against Rs. 565.80 Crore. 

5.26.2 Lƴ ǘƘŜ ƳŜŀƴǿƘƛƭŜ IƻƴΩōƭŜ !t¢9[ ƎŀǾŜ ƛǘǎ WǳŘƎƳŜƴǘ ƛƴ ǘƘƛǎ ǊŜƎŀǊŘ ƻƴ WǳƴŜ нΣ 

2016. The Commission again recomputed the ARR for FY 2013-14 in light of the 

WǳŘƎƳŜƴǘ ƻŦ ǘƘŜ IƻƴΩōƭŜ !t¢9[ ǿƘƛŎƘ Ƙŀǎ ŀƭǊŜŀŘȅ ōŜŜƴ ŎƻǾŜred in earlier 

section of this Order. The Commission in line with its revised True-up Order for 

FY 2013-14 (as approved in this Order) has considered the revised approved 

revenue gap of Rs.583.62 Crore for FY 2013-14 for calculating the revenue gap 

for FY 2014-15. 

 
5.27 CARRYING COST: 

5.27.1 The Petitioner submitted that the carrying forward of Regulatory Assets should 

be resorted to only under exceptional circumstances, but if Regulatory Assets 
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are created by the Commission, then the Licensee is entitled to the Carrying 

cost of Regulatory Assets.  

5.27.2 The Petitioner submitted that in order to avoid tariff shock, the Commission has 

been creating regulatory assets, and in such a case, the financing costs / 

carrying costs on such regulatory assets needs to be necessarily and 

mandatorily be allowed to the Company. In fact, the Tariff Policy, 2006 provides 

that in such case the State Commissions should ensure appropriate return on 

equity in order to enable the utilities to borrow in future also. Keeping the 

above in view, the Commission, in its Tariff Order dated October 19, 2012,May 

31, 2013 and October 1, 2014 has allowed carrying cost of regulatory asset at 

weighted average SBI-PLR on monthly compounding basis. Accordingly, the 

Commission has approved a carrying cost of Rs. 87.65 Crore for FY 2014-15 in 

its aforesaid Tariff Order. Based on the same principles, the Petitioner claimed 

the carrying cost also for FY 2014-15 at 15.79%. 

/ƻƳƳƛǎǎƛƻƴΩǎ !ƴŀƭȅǎƛǎ 

5.27.3 Regulation 6.12 (3) of Distribution Tariff Regulations, 2006 provides for 

alƭƻǿŀƴŎŜ ƻŦ ŦƛƴŀƴŎƛƴƎ Ŏƻǎǘ ƻƴ ǊŜƎǳƭŀǘƻǊȅ ŀǎǎŜǘǎΦ CǳǊǘƘŜǊΣ ǘƘŜ IƻƴΩōƭŜ !¢9 Ƙŀǎ 

held that proper financing costs / carrying costs / interest charges on the 

regulatory assets has to be allowed by the Commission. In respect to the same, 

the Commission in its Order dated October 1, 2014 specified as follows: 

άConsidering the same, the Commission while computing the carrying cost 

for FY 2014-15 has considered the adjustment of Rs. 72.00 Crore only from 

1st April, 2014 to 3rd July, 2014. Further, as detailed earlier in Truing-up 

Section for FY 2012-13, the Commission has computed the carrying cost 

for FY 2014-15 at monthly compounded weighted average SBI PLR rate as 

shown in the Table belowέ  

5.27.4 CǳǊǘƘŜǊ IƻƴΩōƭŜ APTEL in its Judgment dated June 2, 2016 also held that the 

Commission must continue with the earlier practice of allowing interest rate on 

the basis of SBI-PLR rate on monthly compounding basis. Such interest must be 

same as that for Working Capital and delayed payment surcharge. The relevant 

extract of the same has been reproduced below: 

άƎΦ ²Ŝ ŀǊŜ ƛƴ ŀƎǊŜŜƳŜƴǘ ǿƛǘƘ ǘƘŜ ǾƛŜǿǎ ƻŦ !ǇǇŜƭƭŀƴǘ ǘƘŀǘ ǘƘŜǊŜ ƛǎ 

difficulty in finding resources to fund the Revenue Gap till the same is met 

in future year tariffs. Banks/financial institutions  generally  find it highly 

risky to  provide funds for meeting such revenue gaps because of 

uncertainty attached to the recovery of the same.  
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h.  We have ordered  in favour of Appellant while deciding issues 

dealt above regarding Interest on working Capital and Interest on Delayed 

Payment Surcharge against the State Commission adopting Base Rate plus 

margin as the applicable interest rate. For the same reasons as detailed 

above, in this case of allowing interest rate for carrying cost of Regulatory 

Assets,  we observe that the State Commission should have continued the 

earlier practice adopted by it since notification of Distribution Tariff 

Regulations in Impugned Tariff Order  too  i.e. SBI-PLR rate as the 

Interest Rate with montƘƭȅ ŎƻƳǇƻǳƴŘƛƴƎ ōŀǎƛǎέ ώ9ƳǇƘŀǎƛǎ {ǳǇǇƭƛŜŘϐΦ 

5.27.5 Therefore, the Commission in line with the approach followed in its Tariff 

Orders prior to FY 2015-мс ŀƴŘ ǘƘŜ WǳŘƎƳŜƴǘ ŘŀǘŜŘ WǳƴŜ нΣ нлмс ƻŦ IƻƴΩōƭŜ 

APTEL has considered the monthly compounding of the interest for 

computation of carrying cost. The computation of carrying cost approved by the 

Commission is given in the table below: 

Table 5:30: CARRYING COST APPROVED BY THE COMMISSION FOR FY 2014-15 

Particulars 
Formula True-up 

Petition 
Approved 

upon Truing 
Up 

Revenue Gap (For FY 2014-15) A (75.35) (87.31) 

Revenue Gap (For previous year) B 586.08 583.62 

Average fund available through invocation of 
PBG under PPA dated 9thMay, 2012 

C = 72*93/365 (18.35) (18.35) 

Avg. SBI PLR (With monthly compounding) D 15.79% 15.79% 

Carrying Cost on Revenue Gap for FY 2013-14 E= D x (A/2) (5.95) (6.89) 

Carrying Cost on Revenue Gap for previous 
years 

F = D x (B+C) 89.64 89.25 

Total Carrying cost G = E + F 83.69 82.36 

 

5.28 SUMMARY OF ARR FOR FY 2014-15: 

5.28.1 Based on the above cost approvals, the summary of the ARR approved for FY 

2014-15 is provided in the Table below:  

Table 5:31: SUMMARY OF TRUE UP FOR FY 2014-15 (Rs. Crore) 

Sr. 
No. 

Particulars Approved 
vide T.O. 
1/10/14 

True-up 
Petition 

Approved 
upon Truing 

Up 

1 Power Purchase Expenses 555.10 565.23 564.66 

2 Transmission Charges (UPPTCL+PGCIL) 61.08 47.17 47.17 

3 Net O&M Expenses 41.33 47.09 39.26 
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Sr. 
No. 

Particulars Approved 
vide T.O. 
1/10/14 

True-up 
Petition 

Approved 
upon Truing 

Up 

4 Statutory & Other Regulatory Expenses 2.03 3.72 1.42 

5 Net Interest charges 71.12 62.88 61.63 

6 Depreciation 47.30 39.24 39.24 

7 Taxes (Income Tax and FBT) 12.91 23.84 23.84 

8 Gross Expenditure 790.88 789.19 777.22 

9 Interest capitalized 1.24 4.61 4.61 

10 Net Expenditure 789.63 784.57 772.61 

11 Provision for Bad & Doubtful debts 8.90 10.61 10.61 

12 Miscellaneous Expenses 0.23 0.08 0.08 

15 Total net expenditure with provisions 798.76 795.26 783.30 

16 
Add: Reasonable Return / Return on 
Equity 

37.99 34.47 34.48 

17 Less: Non Tariff Income 1.31 2.35 2.35 

18 Add: Efficiency Gains 0.73 0.73 0.73 

19 Refund to consumers - 15.72 15.72 

20 Annual Revenue Requirement (ARR) 836.17 843.83 831.87 

21 Revenue from Existing Tariff 849.36 919.18 919.18 

22 Additional Revenue from Revised Tariff 40.61 - - 

23 Revenue Gap/(Surplus) (13.19) (75.35) (87.31) 

24 Revenue Gap/ Surplus from Prev. Year 607.43 586.08 583.62 

25 Carrying cost 87.65 83.69 82.36 

26 Revenue Gap carried forward 641.28 594.43 578.67 

 

5.28.2 The Revenue surplus determined for FY 2014-15 upon truing-up is Rs. 87.31 

Crore as against Rs.13.19 Crore provisionally approved in Order dated October 

1, 2014. The Net Revenue Gap for FY 2014-15 after considering the revenue gap 

of Rs. 583.62 Crore from previous year as per the revised True up Order of the 

Commission and carrying cost of Rs. 82.36 Crore is Rs. 578.67 Crore. The same 

is carried forward in the ARR approval of FY 2016-17.  
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6. REVISED ARR FOR FY 2015-16 

 
6.1 INTEREST ON WORKING CAPITAL: 

6.1.1 The Commission in its Tariff Order dated June 15, 2015 in the matter of Truing 

up for FY 2013-14 and for determination of ARR for FY 2015-16 approved rate 

of interest on working capital at 12.50% in place of the weighted average of SBI-

PLR as considered in its previous Tariff Orders in response to the replacement 

of BPLR with the Base Rate system for levying interest on loan vide άaŀǎǘŜǊ 

Circular - LƴǘŜǊŜǎǘ wŀǘŜǎ ƻƴ !ŘǾŀƴŎŜǎέ ŘŀǘŜŘ Wǳƭȅ нΣ нлмн, of RBI which 

mandated all loans to be priced only with reference to base rate with effect 

from July 1, 2010. The Clause 4.8.2(b) of the UPERC Distribution Tariff 

Regulations, 2006 provides for bank rate as specified by the Reserve Bank of 

India for the relevant year plus a margin as decided by the Commission. The 

tŜǘƛǘƛƻƴŜǊ ŎƘŀƭƭŜƴƎŜŘ ǘƘƛǎ ƳŀǘǘŜǊ ōŜŦƻǊŜ ǘƘŜ IƻƴΩōƭŜ !t¢9[Φ TƘŜ IƻƴΩōƭŜ !t¢9[ 

in its Judgment dated June 2, 2016 held that the Commission has deviated from 

the provisions of the applicable Distribution Tariff Regulations while computing 

the interest rate on working capital and decided the matter in favor of the 

Petitioner. The relevant extract of the same had been reproduced below: 

άŎΦ IŜƴŎŜ ƻƴ ǘƘƛǎ ƛǎǎǳŜ ǘƻƻΣ we are of the opinion that the methodology 

adopted by the State Commission of considering SBI-t[w ǊŀǘŜ ŀǎ Ψ.ŀƴƪ 

wŀǘŜ Ǉƭǳǎ aŀǊƎƛƴΩΣ ǎƛƴŎŜ ƴƻǘƛŦƛŎŀǘƛƻƴ ƻŦ 5ƛǎǘǊƛbution Tariff Regulations 

2006 should have been continued while deciding the ARR requirement of 

the Appellant for FY 2015-16 and Truing-up of the Financials for FY 2013-

мп ǘƘǊƻǳƎƘ ǘƘŜ LƳǇǳƎƴŜŘ ¢ŀǊƛŦŦ hǊŘŜǊΦέ 

6.1.2 The interest on Working Capital has been recomputed as per the direction of 

ǘƘŜ IƻƴΩōƭŜ !t¢9[ ŎƻƴǎƛŘŜǊƛƴƎ ǿŜƛƎƘǘŜŘ ŀǾŜǊŀƎŜ {.L t[w ǊŀǘŜ ŀǎ ǇǊƻǾƛŘŜŘ ƛƴ ǘƘŜ 

table provided below: 

Table 6:1: REVISED INTEREST ON WORKING CAPITAL FOR FY 2015-16 - APPROVED (Rs. Crore) 

Particulars Petition Approved 
vide T.O. 
18/6/15 

Revised Approved 
ŀǎ ǇŜǊ IƻƴΩōƭŜ 

APTEL Judg. dated 
2/6/16  

One Month's O&M Expenses 5.74 4.11 4.11 

One-twelfth of the sum of the book 
value of materials in stores at the end 
of each month of such financial year. 

17.28 17.28 17.28 

Receivables equivalent to 60 days 
average billing on consumers 

202.93 210.49 210.49 
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Particulars Petition Approved 
vide T.O. 
18/6/15 

Revised Approved 
ŀǎ ǇŜǊ IƻƴΩōƭŜ 

APTEL Judg. dated 
2/6/16  

Gross Total 225.96 231.88 231.88 

Total Security Deposits by the 
Consumers reduced by Security 
Deposits under section 47(1)(b) of 
the Electricity Act 2003 

   

Opening Balance 134.09 134.08 134.08 

Received during the year 35.00 35.00 35.00 

Closing Balance 169.09 169.08 169.08 

Less: Security Deposit with UPPCL 11.28 11.28 11.28 

Net Security Deposits by the 
Consumers reduced by Security 
Deposits under section 47(1)(b) of the 
Electricity Act 2003 

140.31 140.30 140.30 

Net Working Capital 85.65 91.58 91.58 

Rate of Interest for Working Capital 14.75% 12.50% 14.29% 

Interest on Total Working Capital 12.63 11.45 13.08 

 

6.2 NON TARIFF INCOME: 

6.2.1 The Non-Tariff Income includes delayed payment surcharge, miscellaneous 

charges, income from investments, interest on fixed deposits and income from 

consultancy business. The non-tariff income claimed by the Petitioner in its 

Petition for determination of ARR for FY 2015-16 was Rs. 2.03 Crore, net of Rs. 

2.25 Crore i.e. Cost of Borrowing for DPS. 

6.2.2 As per the approach followed by the Commission in its previous Orders and to 

appropriately compensate for the cost incurred for financing the deferred 

payment beyond the normative period, the Commission in its Tariff Order 

dated June 18, 2015 reduced the amount of non-tariff income by the financing 

costs of DPS. 

6.2.3 The financing cost of delayed payment surcharge was computed by the 

Commission based on the projected DPS for the year. The DPS was provisionally 

grossed up at 18% per annum. Further, the financing cost was arrived at on the 

grossed-up amount and interest rate as considered for working capital was 

applied.  

6.2.4 The Commission has been considering the SBI PLR rate for computing the cost 

of borrowing DPS to be a part of non-tariff income till FY 2014-15. The 

Commission in its Tariff Order for FY 2015-16 considered the financing cost of 
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12.50% for computing cost of borrowing DPS  in line with the replacement of 

BPLR with the Base Rate system for levying interest on loan vide άaŀǎǘŜǊ 

Circular - LƴǘŜǊŜǎǘ wŀǘŜǎ ƻƴ !ŘǾŀƴŎŜǎέ ŘŀǘŜŘ Wǳƭȅ нΣ нлмн, issued by RBI. The 

tŜǘƛǘƛƻƴŜǊ ŎƘŀƭƭŜƴƎŜŘ ǘƘƛǎ ƳŀǘǘŜǊ ōŜŦƻǊŜ ǘƘŜ IƻƴΩōƭŜ !t¢9[Φ 

6.2.5 IƻƴΩōƭŜ !t¢9[ ƛƴ ƛǘǎ WǳŘƎƳŜƴǘ ŘŀǘŜŘ WǳƴŜ нΣ нлмс ƛn the above matter held that 

the Commission must have considered the consistent approach of applying 

interest rate as per SBI-PLR for calculating financing cost of borrowing delayed 

payment surcharge. The relevant extract of the same has been reproduced 

below: 

άōΦ !ǎ ǇŜǊ wŜǎǇƻƴŘŜƴǘΣ ǘƘŜ {ǘŀǘŜ /ƻƳƳƛǎǎƛƻƴ Ƙŀǎ ŦƻƭƭƻǿŜŘ ŀ ŎƻƴǎƛǎǘŜƴǘ 

approach while approving interest rate. As the State Commission has 

changed the interest rate of working capital for FY 2013-14, the same 

interest rate has also been considered for cost of financing the Delayed 

Payment Surcharge. 

c. In view of the observations expressed by us while deciding Issue No.1 

and Issue No.2 above, this issue of applicable interest rate on delayed 

payment surcharge is being decided in favour of the Appellant. The State 

Commission should have considered the consistent approach of adopting 

existing methodology of applying interest rate as per SBI-PLR in the 

LƳǇǳƎƴŜŘ ¢ŀǊƛŦŦ hǊŘŜǊ ŀƭǎƻΦέ 

6.2.6 ¢ƘŜ Ŏƻǎǘ ƻŦ 5t{ Ƙŀǎ ōŜŜƴ ǊŜŎƻƳǇǳǘŜŘ ŀǎ ǇŜǊ ǘƘŜ ŘƛǊŜŎǘƛƻƴ ƻŦ ǘƘŜ IƻƴΩōƭŜ !t¢9[ 

considering weighted average SBI PLR rate as provided in the table below: 

Table 6:2: REVISED COST OF BORROWING FOR DPS FOR FY 2015-16 (Rs. Crore) 

Particulars Petition Approved 
vide T.O. 
18/6/15 

Revised Approved 
ŀǎ ǇŜǊ IƻƴΩōƭŜ 

APTEL Judg. dated 
2/6/16  

Delayed Payment Surcharge (Rs. 
Crore) 

2.75 2.75 2.75 

DPS grossed up at 1.50% per month 
or 18% per annum 

18% 18% 18% 

Amount (Rs. Crore) 15.28 15.28 15.28 
Financing cost @SBI PLR 14.75% 12.50% 14.29% 
Cost of Borrowing (Rs. Crore) 

2.25 1.91 2.18 
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6.2.7 The Commission in its Tariff Order for FY 2015-16 dated June 18, 2015 had 

approved the non-tariff income net of financing cost for DPS at Rs. 2.37 Crore. 

The revised computation for cost of borrowing DPS resulted in change in the 

allowable Non Tariff income to Rs. 2.10 Crore as calculated in the table below: 

Table 6:3: REVISED NON TARIFF INCOME APPROVED BY THE COMMISSION FOR FY 2015-16 

(Rs. Crore) 

Particulars Petition Approved vide T.O. 
18/6/15 

Revised Approved as 
ǇŜǊ IƻƴΩōƭŜ !t¢9[ 
Judg. dated 2/6/16 

Non Tariff Income without 
considering Cost of borrowing DPS 

4.28 4.28 4.28 

Less: Cost of Borrowing DPS 2.25 1.91 2.18 

Allowable Non Tariff Income 2.03 2.37 2.10 

 
6.3 CARRYING COST: 

6.3.1 The Commission in its Tariff Order for FY 2015-16approved the rate of interest 

for computation of carrying cost at 12.50%. The Commission also allowed the 

recovery of past revenue gaps through Regulatory Surcharge and the Licensee 

will be able to recover certain portion of past revenue gap through the 

Regulatory Surcharge   over the entire year. As the Licensee will be able to 

recover certain portion of past revenue gap throughout the year and for the 

reasons mentioned while allowing the carrying cost for truing up, the 

Commission did not consider the monthly compounding on the carrying cost. 

Thus the Commission in its Tariff Order for FY 2015-16, allowed interest rate at 

the rate of 12.50% on the carrying cost of the Regulatory Asset and also 

disallowed the monthly compounding as followed in its previous Tariff Orders. 

6.3.2 Lƴ ǘƘŜ ŀōƻǾŜ ƳŀǘǘŜǊΣ ǘƘŜ tŜǘƛǘƛƻƴŜǊ ŀǇǇŜŀƭŜŘ ōŜŦƻǊŜ ǘƘŜ IƻƴΩōƭŜ !t¢9[ ǘƘŀǘ ǘhe 

Commission has been following principle of approving the interest on 

regulatory asset based on the rate equivalent to SBIςPLR on monthly 

compounding basis, but in the Tariff Order for FY 2015-16 the Commission 

restricted the interest rate for the purpose of computing the carrying cost on 

the revenue gap to 12.50% and also to simple rate without allowing 

compounding at monthly interest. 

6.3.3 IƻƴΩōƭŜ !t¢9[ ƛƴ ƛǘǎ ƧǳŘƎƳŜƴǘ ŘŀǘŜŘ WǳƴŜ нΣ нлмс  ƛƴ ǘƘƛǎ ƛǎǎǳŜ ƘŜƭŘ ǘƘŀǘ ǘƘŜ 

Commission must continue with the earlier practice of allowing interest rate on 

the basis of SBI-PLR rate on monthly compounding basis. Such interest must be 
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same as that for Working Capital and delayed payment surcharge. The relevant 

extract of the same has been reproduced below: 

άƎΦ ²Ŝ ŀǊŜ ƛƴ ŀƎǊŜŜƳŜƴǘ ǿƛǘƘ ǘƘŜ ǾƛŜǿǎ ƻŦ !ǇǇŜƭƭŀƴǘ ǘƘŀǘ ǘƘŜǊŜ ƛǎ ŘƛŦŦƛŎǳƭǘȅ 

in finding resources to fund the Revenue Gap till the same is met in future 

year tariffs. Banks/financial institutions  generally  find it highly risky to  

provide funds for meeting such revenue gaps because of uncertainty 

attached to the recovery of the same.  

h.  We have ordered  in favour of Appellant while deciding issues dealt 

above regarding Interest on working Capital and Interest on Delayed 

Payment Surcharge against the State Commission adopting Base Rate plus 

margin as the applicable interest rate. For the same reasons as detailed 

above, in this case of allowing interest rate for carrying cost of Regulatory 

Assets,  we observe that the State Commission should have continued the 

earlier practice adopted by it since notification of Distribution Tariff 

Regulations in Impugned Tariff Order  too  i.e. SBI-PLR rate as the 

Interest Rate with monthly compounding basis.έ ώ9ƳǇƘŀǎƛǎ {ǳǇǇƭƛŜŘϐ 

6.3.4 The interest considered for calculating carrying cost on Regulatory Asset has 

ōŜŜƴ ǊŜŎƻƳǇǳǘŜŘ ŀǎ ǇŜǊ ǘƘŜ ŘƛǊŜŎǘƛƻƴ ƻŦ ǘƘŜ IƻƴΩōƭŜ !t¢9[ ŎƻƴǎƛŘŜǊƛƴƎ 

weighted average SBI PLR rate applicable for FY 2015-16 with monthly 

compounding as provided in the table below: 

Table 6:4: REVISED CARRYING COST APPROVED BY THE COMMISSION FOR FY 2015-16 (Rs. 

Crore) 

Particulars Formula Approved 
vide T.O. 
18/6/15 

Revised 
Approved as 
ǇŜǊ IƻƴΩōƭŜ 
APTEL Judg. 

dated 2/6/16 
Revenue Gap / (Surplus) (For FY 
2015-16) 

A 
(69.31) (67.40) 

Revenue Gap (For previous 
year) 

B 
576.70 578.67 

Interest Rate as per regulations D 12.50% 15.26% 

Carrying Cost on Revenue Gap 
for FY 2015-16 

E = D x 
(A/2) 

(4.33) (5.14) 

Carrying Cost on Revenue Gap 
for previous years 

F = D x B 
72.09 88.30 

Total Carrying cost H = E + F 67.76 83.16 
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6.4 SUMMARY OF ARR FOR FY 2015-16: 

6.4.1 Based on the above revised cost approvals ƛƴ ŎƻƴǎŜǉǳŜƴŎŜ ǘƻ IƻƴΩōƭŜ !t¢9[ 

Judgment DATED June 2, 2016, the revised summary of the ARR approved for 

FY 2015-16 is provided in the Table below:  

Table 6:5: REVISED ARR SUMMARY FOR FY 2015-16 (Rs. Crore)  

Sr. 
No. 

Particulars Petition Approved vide 
T.O. 18/6/15 

Revised 
Approved as 
ǇŜǊ IƻƴΩōƭŜ 
APTEL Judg. 
dated 2/6/16 

1 
Power Purchase Expenses 794.95 766.32 766.32 

2 
Transmission Charges (UPPTCL+PGCIL) 90.77 86.54 86.54 

3 
Net O&M Expenses 65.49 46.80 46.80 

4 
Statutory & Other Regulatory Expenses 3.41 2.46 2.46 

5 
Interest charges 87.21 80.22 81.86 

6 
Depreciation 65.17 65.17 65.17 

7 
Contingency Reserve 5.42 - - 

8 
Taxes (Income Tax and FBT) 65.00 15.90 15.90 

9 
Gross Expenditure 1,177.43 1,063.42 1,065.05 

10 
Interest capitalized 3.78 3.78 3.78 

11 
Net Expenditure 1,173.64 1,059.63 1,061.27 

12 
Provision for Bad & Doubtful debts 17.42 16.81 16.81 

13 
Miscellaneous Expenses 0.41 0.41 0.41 

14 
Total net expenditure with provisions 1,191.48 1,076.86 1,078.49 

15 
Add: Reasonable Return / Return on 
Equity 

46.76 46.76 46.76 

16 
Less: Non Tariff Income 2.03 2.37 2.10 

17 
Add: Efficiency Gains 0.51 0.51 0.51 

18 
Annual Revenue Requirement (ARR) 1,236.73 1,121.76 1,123.67 

19 
Revenue from Existing Tariff 1,161.32 1,167.55 1,167.55 

20 
Revenue Gap/(Surplus) 75.41 (45.78) (43.88) 

21 
Revenue Gap/ Surplus from Prev. Year 688.00 576.70 578.67 

22 
Carrying cost 114.58 67.76 83.16 

23 
Net Revenue Gap 877.99 598.67 617.96 
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Sr. 
No. 

Particulars Petition Approved vide 
T.O. 18/6/15 

Revised 
Approved as 
ǇŜǊ IƻƴΩōƭŜ 
APTEL Judg. 
dated 2/6/16 

24 
Total Revenue at Approved Tariff - 1,191.08 1,191.08 

25 
Additional Revenue from Revised Tariff 877.99 23.53 23.53 

26 
Revenue Gap carrying forward - 575.14 594.43 

 

6.4.2 From the above, the Revenue surplus for FY 2015-16 is Rs. 43.88 Crore at 

existing tariff. The total Revenue Gap at existing tariff for FY 2015-16 after 

considering the revenue gap of Rs. 578.67 Crore from previous years and 

carrying cost of Rs. 83.16 Crore is Rs. 617.96 Crore. The revenue at revised tariff 

is approved at Rs. 1191.08 Crore implying additional revenue due to tariff 

increase of Rs. 23.53 Crore during FY 2015-16. Thus, the revised revenue gap 

approved for FY 2015-16 to be carried forward to subsequent years is Rs. 

594.43 Crore.  

6.4.3 Further, the revenue gap carried forward for FY 2015-16 is approved 

provisionally and shall be subject to final true-up. 
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7. ARR FOR FY 2016-17 

7.1 BACKGROUND: 

7.1.1 The Commission in the earlier chapters has undertaken Truing-up of ARR for FY 

2014-15 based on the audited accounts submitted by the Petitioner. Further, as 

there has been no significant change in FY 2015-16, the Commission has not 

revised the ARR for FY 2015-16 except for the modification consequential to the 

WǳŘƎƳŜƴǘ ŘŀǘŜŘ WǳƴŜ нΣ нлмс ƻŦ ǘƘŜ IƻƴΩōƭŜ !t¢9[. In this Section the 

Commission has discussed in detail each of the component of ARR for FY 2016-

17.  

7.2 SALES APPROVAL: 

The Petitioner submitted that based on its consumer base and the data base for 

specific category of consumers, it can have optimum projections for FY 2016-17 

based on customized category-wise analysis. Based on the CAGR of past 3 years 

and proposed developments/ growth under various segments the Petitioner has 

projected energy sales, load and consumers for FY 2016-17 as shown in the Table 

below: 

Table 7:1: SUMMARY OF NUMBER OF CONSUMERS, CONNECTED LOAD AND SALES AS 
PROJECTED BY THE PETITIONER FOR FY 2016-17 

Sr. 
No. 

Category No. of 
Consumers 

Connected 
Load (MW) 

Sales  
(MUs) 

1 LMV-1: Domestic Light, Fan & Power 67,493 240.22 288.64 

2 
LMV-2: Non Domestic Light, Fan & 
Power 

3,461 18.50 29.62 

3 LMV-3: Public Lamps 3 10.54 39.47 

4 LMV-4: Institutions 337 7.29 17.12 

5 LMV-5: Private Tube Wells 1,184 6.40 21.03 

6 LMV 6: Small and Medium Power 2,073 59.60 65.32 

7 LMV-7: Public Water Works 169 4.13 18.34 

8 LMV-8: STW and Pumped Canals 1 0.13 0.31 

9 LMV-9: Temporary Supply 506 38.06 50.58 

10 HV-1: Non Industrial Bulk Power 107 50.80 126.11 

11 HV-2: Large and Heavy Power 568 330.66 889.04 

 
Total 75,902 766.34 1,545.58 

 

 

 

/ƻƳƳƛǎǎƛƻƴΩǎ !ƴŀƭȅǎƛǎ 
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7.2.1 The Petitioner based on its estimations has projected the sales for FY 2016-17 

at a CAGR of 9% over FY 2014-15. For forecasting the consumption parameters, 

the Commission has adopted the same methodology as proposed by the 

Petitioner as it seems fair and equitable.. Therefore, the sales as projected by 

Petitioner have been considered for the ARR purpose as shown in the Table 

below: 

Table 7:2: CATEGORY WISE SALES APPROVED BY THE COMMISSION FOR FY 2016-17 

Sr. 
No. 

Category Actual Sales  
(FY 2014-15) 

(in Mu) 

Provisional 
Sales  (FY 
2015-16) 
(in MU) 

Sales Approved 
by the 

Commission for 
FY 2016-17 (in 

MU) 
1 LMV-1: Domestic Light, Fan & Power 233.10 249.01 288.64 

2 LMV-2: Non Domestic Light, Fan & Power 22.83 26.00 29.62 

3 LMV-3: Public Lamps  36.06 34.90 39.47 

4 LMV-4: Institutions  14.21 14.83 17.12 

5 LMV-5: Private Tube Wells 26.98 14.69 21.03 

6 LMV 6: Small and Medium Power  48.86 56.17 65.32 

7 LMV-7: Public Water Works 13.97 15.94 18.34 

8 LMV-8: STW and Pumped Canals  0.31 0.31 0.31 

9 LMV-9: Temporary Supply 33.61 40.59 50.58 

10 HV-1: Non Industrial Bulk Power 87.94 101.85 126.11 

11 HV-2: Large and Heavy Power  792.02 839.04 889.04 

  Total 1,309.89 1393.34 1,545.58 

 
7.2.2 The category wise Number of Consumers, Connected Load and Sales approved 

for FY 2016-17are summarized in the Table below: 

Table 7:3: CATEGORY WISE CONSUMERS, LOAD & SALES APPROVED FOR FY 2016-17 

Sr. 
No. 

Category No. of 
Consumers 

Connected 
Load (MW) 

Sales  
(MUs) 

1 LMV-1: Domestic Light, Fan & Power 67,493 240.22 288.64 

2 LMV-2: Non Domestic Light, Fan & 
Power 

3,461 18.50 29.62 

3 LMV-3: Public Lamps  3 10.54 39.47 

4 LMV-4: Institutions 337 7.29 17.12 

5 LMV-5: Private Tube Wells 1,184 6.40 21.03 

6 LMV 6: Small and Medium Power  2,073 59.60 65.32 

7 LMV-7: Public Water Works 169 4.13 18.34 

8 LMV-8: STW and Pumped Canals  1 0.13 0.31 

9 LMV-9: Temporary Supply 506 38.06 50.58 
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Sr. 
No. 

Category No. of 
Consumers 

Connected 
Load (MW) 

Sales  
(MUs) 

10 HV-1: Non Industrial Bulk Power 107 50.80 126.11 

11 HV-2: Large and Heavy Power  568 330.66 889.04 

  Total 75,902 766.34 1,545.58 

 

7.2.3 CǳǊǘƘŜǊΣ ƛƴ ǊŜǇƭȅ ǘƻ ǘƘŜ /ƻƳƳƛǎǎƛƻƴΩǎ ŘŜŦƛŎƛŜƴŎȅ ƴƻǘŜ ǊŜƎŀǊŘƛƴƎ ƴƻΦ ƻŦ 

unmetered connections, load and sales of such consumers from FY 2013-14 to 

FY 2014-15 (till December), the Petitioner has submitted as follows: 

Table 7:4: DETAILS OF UNMETERD CATEGORIES SUBMITTED BY PETITIONER 

Categories/Sub-Categories FY 2014-15 

No. Of 
Consum

ers 

Contracted 
Load(KW) 

Energy 
Billed 
MU's 

Billed 
Amount 
(Rs. Cr.) 

Received 
Amount 
(Rs.Cr.) 

Consumptio
n/Consume

r (kWh) 

Cons
umpt
ion/
KW 

LMV1 ς Domestic 3,035 6,760 17.88 2.31 1.63 491 220 

LMV2 - Non-Domestic 0 0 0 0 0 0 0 

LMV3 - Public Lamps 1 4,470 21.25 15.54 15.16 1,770,697 396 

LMV5 ς PTW 828 4,010 16.90 1.63 1.02 1,701 351 

LMV8 - State Tube Well 1 126 0.31 0.27 0.26 25,925 205 

LMV9 - Temporary Supply 0 0 0 0 0 0 0 

Any Other Unmetered 
category 0 0 0 0 0 0 0 

 

Categories/Sub-
Categories 

FY 2015-16 Till Dec,15 

No. Of 
Consume

rs 

Contract
ed Load 

(KW) 

Energy 
Billed 
MU's 

Billed 
Amount 
(Rs. Cr.) 

Received 
Amount 
(Rs.Cr.) 

Consumpti
on/Consu
mer (kWh) 

Consu
mptio
n/KW 

LMV1 ς Domestic 2,606 6,451 7.09 1.24 0.75 227 92 

LMV2 - Non-Domestic 0 0 0 0 0 0 0 

LMV3 - Public Lamps 1 5,328 14.67 12.69 11.75 1,222,366 229 

LMV5 ς PTW 828 3,530 11.56 1.16 0.94 1,164 273 

LMV8 - State Tube Well 1 150 0.23 0.19 0.18 19,444 130 

LMV9 - Temporary Supply 0 0 0 0 0 0 0 

Any Other Unmetered 
category 0 0 0 0 0 0 0 
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7.2.4 From the above it is observed that the Petitioner has around 3,436 unmetered 

consumers compared to total 75,902 consumers projected by it i.e. around 

4.52% of the consumers are still unmetered. The Commission appreciates that 

the above number is low as compared to the other Distribution Licensees in the 

State and also acknowledges the effort put by the Petitioner to convert all the 

unmetered consumers to metered ones by FY 2016-17 as it has not even 

considered any unmetered consumers in its projections for FY 2016-17. 

7.2.5 As regards metering of the consumers, Section 55 of the Electricity Act, 2003 

stipulates as follows: 

άррΦ όмύ bƻ ƭƛŎŜƴǎŜŜ ǎƘŀƭƭ ǎǳǇǇƭȅ ŜƭŜŎǘǊƛŎƛǘȅΣ ŀŦǘŜǊ ǘƘŜ ŜȄǇƛǊȅ ƻŦ ǘǿƻ ȅŜŀǊǎ 

from the appointed date, except through installation of a correct meter in 

ŀŎŎƻǊŘŀƴŎŜ ǿƛǘƘ ǊŜƎǳƭŀǘƛƻƴǎ ǘƻ ōŜ ƳŀŘŜ ƛƴ ǘƘƛǎ ōŜƘŀƭŦ ōȅ ǘƘŜ !ǳǘƘƻǊƛǘȅΥέ   

7.2.6 CǳǊǘƘŜǊΣ /ƘŀǇǘŜǊ р ΨaŜǘŜǊƛƴƎΩ ƻŦ ǘƘŜ ¦ΦtΦ 9ƭŜŎǘǊƛŎƛǘȅ {ǳǇǇƭȅ /ƻŘŜ нллрΣ ǎǇŜŎƛŦƛŜǎ 

as follows: 

άрΦм [ƛŎŜƴǎŜŜǎ ƻōƭƛƎŀǘƛƻƴ ǘƻ ƎƛǾŜ ǎǳǇǇƭȅ ƻƴ ƳŜǘŜǊǎΥ wŜǉǳƛǊŜƳŜƴǘ ƻŦ aŜǘŜǊǎ 

(a) 2 [No new connection shall be given without a Meter and Miniature 

Circuit Breaker(MCB) or Circuit Breaker (CB) of appropriate specification 

from the date of issue of this code. 

(b) All unmetered connections including PTW, streetlights shall be metered 

by the licensee. 

(c) The Licensee shall not supply electricity to any person, except through 

installation of a correct meter in accordance with the regulations to be 

made by the Central Electricity Authority under Electricity Act, 2003.] 

Provided that the Commission may, by notification, extend the said period 

for a class or classes of persons or for such area as may be specified in that 

notification. 

2 [Provided also that if a person makes default in complying with the 

provisions contained in the clauses 5.1(a), (b) and (c), UPERC may make 

such order as it thinks fit for requiring the default to be made good by the 

generating company or licensee or by any officer of a company or other 

ŀǎǎƻŎƛŀǘƛƻƴ ƻǊ ŀƴȅ ǇŜǊǎƻƴ ǿƘƻ ƛǎ ǊŜǎǇƻƴǎƛōƭŜ ŦƻǊ ǘƘŜ ŘŜŦŀǳƭǘΦέ 
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7.2.7 From the above, it is evident that metering of consumers is necessary. 

However, by not complying with the above, the Distribution Licensee is 

contravening and is in default of above provisions / Regulations. The 

Distribution Licensee must demonstrate on best effort basis, their will and 

intent to comply, failing which they are liable for being dealt with appropriately 

as per provisions of the Act / Regulations. 

7.2.8 To encourage the consumers to get metered connection, the Commission in its 

previous Order for FY 2015-16 has also specified that the Cost of meter may be 

borne initially by the Licensee which shall be adjusted in ǘƘŜ ŎƻƴǎǳƳŜǊǎΩ ōƛƭƭ 

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

the consumers who install the meters by March 31, 2016.  

7.2.9 Thus, in line with the direction provided by the Commission in earlier Orders, 

the Commission has decided to retain the provisions and directs the Licensee 

that that the Cost of meter may be borne initially by the Licensee which shall 

be adjusted in the coƴǎǳƳŜǊǎΩ ōƛƭƭ ǿƛǘƘƛƴ с ƳƻƴǘƘǎ ƻŦ ǘƛƳŜ ŀƴŘ ǘƘƛǎ ǎŎƘŜƳŜ 

would be applicable only for the unmetered consumers who install the 

meters by March 31, 2017.  

7.2.10 The Distribution Licensee may also provide an option to the consumers to 

procure meters by themselves. For this, the Distribution Licensee should take 

necessary actions as it deems fit to achieve the above metering targets. 

Further, the Commission would like to suggest some steps that shall help the 

Distribution Licensee to achieve the 100% metering target. As an initial step the 

Distribution Licensee may empanel meter manufacturing firms, more than one, 

through a transparent process of open tender for supply of meters for direct 

procurement by consumers or in any other way the Distribution Licensee deem 

fit anŘ ǇǊƻǾƛŘŜ ǘƘŜ ƛƴŦƻǊƳŀǘƛƻƴ ǊŜƎŀǊŘƛƴƎ ǘƘŜ ƳŜǘŜǊ ŀƴŘ ƛǘǎ ǎǳǇǇƭƛŜǊΩǎ ƻǳǘƭŜǘ ǘƻ 

the consumer by way of putting it on the website of the Licensee and by any 

other appropriate means.  

7.2.11 In this regard, the Commission expressing its utmost concern and direct 

Distribution Licensee to ensure that all their unmetered consumers of LMV-

мόŀύ ƛΦŜΦ /ƻƴǎǳƳŜǊǎ ƎŜǘǘƛƴƎ ǎǳǇǇƭȅ ŀǎ ǇŜǊ άwǳǊŀƭ {ŎƘŜŘǳƭŜέ ǎƘŀƭƭ ōŜ ŎƻƴǾŜǊǘŜŘ 

into metered connection at the earliest or as per the timeline specified by the 

Commission in its various Orders. 

7.3 DISTRIBUTION LOSSES: 
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The distribution loss approved by Commission for FY 2015-16 was 8.00% based 

on past trends. The Licensee in the ARR petition for FY 2016-17 has sought 

distribution losses at 8.56% due to various socio-political reasons.  

7.3.1 The Petitioner submitted that in-spite of several path-breaking initiatives, due 

to socio-economic environment prevailing in the State, it has become arduous 

and daunting task for the Company to contain T&D loss at 8%. As per the 

internal technical loss study, at 33 kV level itself technical losses are more than 

1%. It has therefore requested the Commission to consider ground realities and 

approve the distribution losses as projected at 8.56% which is much lower as 

compared to the rest of the State. 

/ƻƳƳƛǎǎƛƻƴΩǎ !ƴŀƭȅsis 

7.3.2 The distribution losses projected by NPCL for FY 2016-17 are at 8.56%. The 

Commission would reiterate that there has been no significant improvement in 

loss levels, despite huge capital expenditure / system improvements 

undertaken by NPCL every year.  

7.3.3 The Commission acknowledges the fact that the Greater Noida area was largely 

a rural area and with development on year-to-year basis, more of the area is 

being urbanized. Hence, it requires a huge capital expenditure to cater to the 

demand of existing and new consumers. However, still the Distribution losses 

have been constant and are around 8% from so many years.  

7.3.4 Apart from network improvement issues, there are other issues such as social 

agitation, theft etc. The Commission is of the view that any improvement in the 

metering status of the Licensee would assist the Licensee to curtail the losses at 

below 8.00% levels. The Commission recognizing the fact that the distribution 

loss of 8.00% is one of the lowest in the country, the distribution losses for FY 

2016-17 are being approved at 8.00%, however the Licensee should make best 

of its efforts to reduce the losses from the exiting level. 

7.3.5 In this regard, the Petitioner ƘŀŘ ƳŀŘŜ ŀƴ ŀǇǇŜŀƭ ōŜŦƻǊŜ ǘƘŜ IƻƴΩōƭŜ !t¢9[ ŦƻǊ 

approval of distribution loss at 8.00% level for FY 2015-16 on the basis of ever-

increasing loss-prone rural load, sparsely populated, hence, low density of load 

per square kilometer, absence of separate Police Station and dedicated Special 

Court to deal with the Electricity Theft Cases, rampant political interference etc. 
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7.3.6 IƻƴΩōƭŜ !t¢9[ ƛƴ ƛǘǎ WǳŘƎƳŜƴǘ ŘŀǘŜŘ WǳƴŜ нΣ нлмс ŀƭǎƻ ŀƎǊŜŜŘ ǿƛǘƘ ǘƘŜ 

/ƻƳƳƛǎǎƛƻƴΩǎ ŎƻƴǘŜƴǘƛƻƴ ƻŦ ǎŜǘǘƛƴƎ ǘƘŜ ŘƛǎǘǊƛōǳǘƛƻƴ ƭƻǎǎ target at 8.00% level 

for FY 2015-16 and opined that there can be no going back to set the loss 

reduction target to such higher level of 8.41% considering the fact that the 

Commission is allowing the capital expenditure required to sustain/lower the 

losses and the fact of growing urbanization of the consumer mix, increasing 

HT:LT sales ratio and also considering the capability and achievement of the 

Petitioner in previous years. ¢ƘŜ ǊŜƭŜǾŀƴǘ ŜȄǘǊŀŎǘ ƻŦ ǘƘŜ WǳŘƎƳŜƴǘ ƻŦ IƻƴΩōƭŜ 

APTEL is reproduced below: 

άƎΦ We have observed that the Appellant is consistently maintaining 

Distribution losses at a very efficient level. Even during the FY 2013-14 it 

had over achieved the Distribution loss reduction target set by the State 

Commission. The target set by the State Commission for Distribution loss 

has not been further reduced to below 8% in the Impugned Tariff Order. 

There can be no going back to set the loss reduction target to such higher 

level of 8.41% considering the fact that the State Commission is allowing 

the capital expenditure required to sustain/lower the losses and the fact of 

growing urbanization of the consumer mix, increasing HT:LT sales ratio 

and also considering the capability and achievement of the Appellant in 

previous years. 

h. The distribution losses are to be brought down and there is always scope 

for improvement and the fact that the Appellant has been achieving these 

targets, hence we are in agreement with the State Commission on the 

issue of T&D loss reduction target being set at 8% for FY 2015-16. 

!ŎŎƻǊŘƛƴƎƭȅΣ ǘƘƛǎ ƛǎǎǳŜ ƛǎ ŘŜŎƛŘŜŘ ŀƎŀƛƴǎǘ ǘƘŜ !ǇǇŜƭƭŀƴǘΦέ [Emphasis 

Supplied] 

7.3.7 Thus, in line with the philosophy adopted by the Commission in its earlier Tariff 

hǊŘŜǊǎ ŀƴŘ ǘƘŜ WǳŘƎƳŜƴǘ ƻŦ IƻƴΩōƭŜ !t¢9[ ǘƘŜ 5istribution Losses are 

approved for FY 2016-17at 8.00% of energy available for distribution. 

 

7.4 ENERGY BALANCE: 

7.4.1 The Commission in the above Sections has discussed about approval of sales 

and distribution losses. Based on these elements, the power purchase 

requirement and the energy balance for FY 2016-17 is given in the Table below: 
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Table 7:5: ENERGY BALANCE FOR FY 2016-17 ς APPROVED 

Particulars Petition Approved 

Proposed Energy Sales (MU) 1,545.58 1,545.58 

Distribution Loss % 8.56% 8.00% 

Distribution Loss (MU) 144.70 134.40 

Energy Available for Sale 1,690.28 1,679.97 

System Losses at 220kV/33kV (MU) 0.00 0.00 

Proposed Energy Purchase (MU) 1,690.28 1,679.97 

 

7.5 POWER PURCHASE QUANTUM & COST: 

7.5.1 Based on the above approved energy balance for FY 2016-17, the energy 

requirement of the Petitioner works out to 1,679.97 MU.   

7.5.2 The Petitioner has submitted that the Long-term PPA with EPJL has since been 

terminated by the Company due to non-compliance of the terms of PPA dated 

May 9, 2012. EPJL has disputed and the matter is currently pending before the 

Commission. Therefore, in view of the above and in compliance with 

/ƻƳƳƛǎǎƛƻƴΩǎ Orders, the Company has filed a Petition on September 29, 2014 

to seek its approval on Power Purchase Agreement signed with M/s Dhariwal 

Infrastructure Limited (DIL) for procurement of 187 MW power at ex-generator 

bus for fifteen years period u/s 62 of the Electricity Act 2003. The matter was 

last heard on 4th November 2015 and the Commission reserved its order. The 

PetitioƴŜǊ Ƙŀǎ ŎƻƴǎƛŘŜǊŜŘ ǎǳǇǇƭȅ ƻŦ мут a² ǇƻǿŜǊ ŀǘ ƎŜƴŜǊŀǘƻǊΩǎ ōǳǎ ŦǊƻƳ 

M/s Dhariwal Infrastructure Ltd. while estimating the Power Purchase plan and 

cost for FY 2016-17. 

7.5.3 The Commission has already expressed its final view in the matter of EPJL and 

NPCL in its Order dated November 27, 2015 as discussed in previous chapter of 

this Order. The Commission has also approved the long term PPA filed by NPCL 

for purchase of power from M/s Dhariwal Infrastructure Ltd.  in its Order dated 

April 20, 2016 which has already been discussed in this Order. In the 

meanwhile, the Petitioner has also submitted two Petitions for the purchase of 

short term power for the period of April, 2016 to June, 2016 and July, 2016 to 

September, 2016 through competitive bidding process for the approval of the 

Commission. The Commission has approved the procurement of short term 

power by the Petitioner through the competitive bidding process in this Order 

as annexed subsequently to this Order and has adopted the tariff for the 

purchase of electricity while approving the power procurement plan for FY 

2016-17.  
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7.5.4 The Commission has observed that short term power procurement by NPCL has 

been done as per guidelines of the Central Government and the due procedure 

of competitive bidding as per the guidelines issued by Ministry of Power have 

been followed and details of the same has been annexed to this Order. The 

relevant para 2 of Clause 10.4 of the Guidelines for Short-term Procurement of 

power dated May 15, 2012 issued by Ministry of Power is reproduced below: 

άLƴ ŀƭƭ ƻǘƘŜǊ ŎŀǎŜǎΣ ǘƘŜ ǇǊƻŎǳǊŜǊόǎύ ǎƘŀƭƭ ǎǳōƳƛǘ ŀ ǇŜǘƛǘƛƻƴ ǘƻ ǘƘŜ 

Appropriate Commission for adoption of tariff within 2 days from the date 

of signing of PPA. Appropriate Commission should communicate the 

decision within 7 days from the date of subƳƛǎǎƛƻƴ ƻŦ tŜǘƛǘƛƻƴέ   

The tariff discovered through the competitive bidding process under section 63 

of EA, 2003 for the period April, 2016 to June, 2016 and for the period of July, 

2016 to September, 2016 as follows: 

 

Table 7:6: DETAILS OF POWER PROCUREMENT AS ADOPTED BY THE COMMISSION 

Sl. 

No. 

Bidders Source Period Quantum 

(MW) 

Rate at NPCL Bus 

(Rs./kWh) 

1 SCL SCL, Rajasthan 

!ǇǊΩ нлмс  100 3.80 

aŀȅΩ нлмс 125 3.83 

WǳƴΩ нлмс 125 3.89 

2 JSW (PTC) 
Karcham-

Wangtoo, H.P. 

!ǇǊΩ нлмс  50 3.81 

aŀȅΩ нлмс 50 3.84 

WǳƴΩ нлмс 50 3.91 

Q-1 Wt. Average Price 3.85 

3 PTC ADHEP, H.P. 

WǳƭΩмс 50 3.75 

!ǳƎΩмс 50 3.80 

{ŜǇΩмс 50 3.90 

4 SCL SCL, Rajasthan 

WǳƭΩмс 155 3.92 

!ǳƎΩмс 155 3.92 

{ŜǇΩмс 155 3.92 

5 JSW 
Karcham-

Wangtoo, H.P. 

WǳƭΩмс 50 4.03 

!ǳƎΩмс 50 4.03 

{ŜǇΩмс 50 4.03 

Q-2 Wt. Average Price 3.92 
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7.5.5 In view of the approval of the short term power purchase through competitive 

bidding process and approval of the PPA for the purchase of long term power 

from Dhariwal Infrastructures Ltd. the Petitioner submitted the revised power 

procurement plan for FY 2016-17 in the mail dated June 7, 2016 as shown in the 

Table below: 



Table 7:7: REVISED POWER PURCHASE PLAN FOR FY 2016-17 AS SUBMITTED BY PETITIONER 
 

Ref 
No. 

{ǳǇǇƭƛŜǊΩǎ bŀƳŜ Capacity 
(in MW) 

Type
* 

Period MUs 
Exported 

MUs 
Imported 

Total 
Loss 

Rate 
(Rs./Unit) 

Amoun
t in Rs. 

Cr. 

PGCIL 
Charge in 

Rs. Cr. 

UPPTC
L Charge 
in Rs. Cr. 

Total 
Transmis

sion 
Charge 

Total 
in Crs. 

Per 
Unit Cost 

A Long Term Power 
170 RTC 1-Oct-16 

31-Mar-
17 

631.18 577.59 8.49% 3.71 234.17 21.53 12.79 34.33 268.49 4.65 

                  

B 
M/s Shree Cement 
Limited 

105 RTC 1-Apr-16 30-Apr-16 68.04 63.76 6.29% 3.17 21.57 1.38 1.31 2.69 24.26 3.80 

  
M/s Shree Cement 
Limited 

64 RTC 1-Apr-16 30-Apr-16 41.47 38.86 6.29% 3.17 13.13 0.85 0.80 1.64 14.77 3.80 

  
M/s JSW Power 
Trading Limited 

55 RTC 1-Apr-16 30-Apr-16 35.64 33.40 6.29% 3.18 11.32 0.73 0.69 1.41 12.73 3.81 

  
M/s Shree Cement 
Limited 

130 RTC 1-May-16 31-May-16 87.05 81.57 6.29% 3.20 27.81 1.77 1.67 3.44 31.25 3.83 

  
M/s Shree Cement 
Limited 

74 RTC 1-May-16 31-May-16 49.55 46.43 6.29% 3.20 15.83 1.01 0.95 1.96 17.79 3.83 

  
M/s JSW Power 
Trading Limited 

55 RTC 1-May-16 31-May-16 36.83 34.51 6.29% 3.21 11.80 0.75 0.71 1.46 13.26 3.84 

  
M/s Shree Cement 
Limited 

130 RTC 1-Jun-16 30-Jun-16 84.24 78.94 6.29% 3.25 27.38 1.71 1.62 3.33 30.71 3.89 

  
M/s Shree Cement 
Limited 

85 RTC 1-Jun-16 30-Jun-16 55.08 51.62 6.29% 3.25 17.90 1.12 1.06 2.18 20.08 3.89 

  
M/s JSW Power 
Trading Limited 

55 RTC 1-Jun-16 30-Jun-16 35.64 33.40 6.29% 3.27 11.65 0.73 0.69 1.41 13.07 3.91 

                  

  
M/s Shree Cement 
Limited 

165 RTC 1-Jul-16 30-Sep-16 327.89 307.26 6.29% 3.28 107.55 6.67 6.29 12.96 120.50 3.92 

  
M/s JSW Power 
Trading Limited 

55 RTC 1-Jul-16 30-Sep-16 109.30 102.42 6.29% 3.38 36.94 2.23 2.10 4.33 41.28 4.03 

  M/s PTC India Limited 55 RTC 1-Jul-16 31-Jul-16 36.83 34.51 6.29% 3.12 11.49 0.75 0.71 1.46 12.95 3.75 

  M/s PTC India Limited 55 RTC 1-Aug-16 31-Aug-16 36.83 34.51 6.29% 3.16 11.64 0.75 0.71 1.46 13.10 3.80 

  M/s PTC India Limited 55 RTC 1-Sep-16 30-Sep-16 35.64 33.40 6.29% 3.26 11.62 0.73 0.69 1.41 13.03 3.90 

                  

  
Inter State Power - 
from Trader / 

20 RTC 1-Oct-16 31-Oct-16 12.65 11.83 6.50% 3.90 4.93 0.28 0.26 0.54 5.47 4.62 
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Ref 
No. 

{ǳǇǇƭƛŜǊΩǎ bŀƳŜ Capacity 
(in MW) 

Type
* 

Period MUs 
Exported 

MUs 
Imported 

Total 
Loss 

Rate 
(Rs./Unit) 

Amoun
t in Rs. 

Cr. 

PGCIL 
Charge in 

Rs. Cr. 

UPPTC
L Charge 
in Rs. Cr. 

Total 
Transmis

sion 
Charge 

Total 
in Crs. 

Per 
Unit Cost 

Generator 

  

Inter State Power - 
from Trader / 
Generator 

15 RTC 1-Nov-16 30-Nov-16 7.56 7.07 6.50% 3.85 2.91 0.20 0.19 0.39 3.30 4.67 

  

Inter State Power - 
from Trader / 
Generator 

15 RTC 1-Dec-16 31-Jan-17 15.62 14.61 6.50% 3.85 6.02 0.41 0.39 0.81 6.82 4.67 

  

Inter State Power - 
from Trader / 
Generator 

20 RTC 1-Feb-17 31-Mar-17 19.82 18.54 6.50% 3.85 7.63 0.52 0.49 1.02 8.65 4.67 

                  

  

Inter State Power - 
from Trader / 
Generator 

20 Peak 1-Apr-16 31-May-16 3.97 3.71 6.50% 4.25 1.69 0.12 0.11 0.23 1.92 5.17 

  

Inter State Power - 
from Trader / 
Generator 

45 Peak 1-Jun-16 31-Jul-16 8.92 8.34 6.50% 4.25 3.79 0.26 0.24 0.50 4.29 5.15 

  

Inter State Power - 
from Trader / 
Generator 

40 Peak 1-Aug-16 30-Sep-16 7.93 7.41 6.50% 4.25 3.37 0.23 0.22 0.45 3.82 5.15 

  

Inter State Power - 
from Trader / 
Generator 

33 Peak 1-Oct-16 31-Oct-16 3.05 2.85 6.50% 4.25 1.29 0.10 0.09 0.19 1.48 5.20 

  

Inter State Power - 
from Trader / 
Generator 

25 Peak 1-Nov-16 30-Nov-16 2.25 2.10 6.50% 4.25 0.96 0.07 0.07 0.14 1.10 5.21 

  

Inter State Power - 
from Trader / 
Generator 

40 Peak 1-Dec-16 31-Jan-17 7.44 6.96 6.50% 4.25 3.16 0.23 0.22 0.45 3.62 5.20 

  

Inter State Power - 
from Trader / 
Generator 

35 Peak 1-Feb-17 31-Mar-17 6.20 5.79 6.50% 4.25 2.63 0.20 0.09 0.29 2.92 5.04 

                  

  Total-Power   1-Apr-16 31-Mar-17 1,135.42 1,063.80 6.31% 3.31 376.01 23.80 22.36 46.16 422.17 3.97 
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Ref 
No. 

{ǳǇǇƭƛŜǊΩǎ bŀƳŜ Capacity 
(in MW) 

Type
* 

Period MUs 
Exported 

MUs 
Imported 

Total 
Loss 

Rate 
(Rs./Unit) 

Amoun
t in Rs. 

Cr. 

PGCIL 
Charge in 

Rs. Cr. 

UPPTC
L Charge 
in Rs. Cr. 

Total 
Transmis

sion 
Charge 

Total 
in Crs. 

Per 
Unit Cost 

Procured from Open 
Access 

                  

C 
Power Procured from 
Renewable Sources 

              

  
Renewable Power 
(Non-Solar) 

10.4 RTC 1-Apr-16 31-Mar-17 82.15 76.81 6.50% 4.95 40.66 1.52 1.73 3.25 43.91 5.72 

  
Renewable Power 
(Solar Power) 

9.0 RTC 1-Apr-16 31-Mar-17 12.61 12.61 0.00% 7.06 8.91 0.00 0.00 0.00 8.91 7.06 

  

Renewable Power 
(GNIDA LT Solar 
Power) 

2.0 RTC 1-Apr-16 31-Mar-17 2.80 2.80 0.00% 7.06 1.98 0.00 0.00 0.00 1.98 7.06 

  

Total-Power 
Procured from 
Renewable Sources 

13  1-Apr-16 31-Mar-17 97.57 92.23 5.47% 5.28 51.55 1.52 1.73 3.25 54.80 5.94 

                  

D 
Unscheduled 
Interchange 

  
1-Apr-16 31-Mar-17 (43.34) (43.34) 0.00% -0.65 2.82 0.00 0.00 0.00 2.82 (0.65) 

      
            

(A+
B+C
+D) 

Grand Total 

229  

1-Apr-16 31-Mar-17 1820.83 1690.28 7.17% 3.65 664.54 46.85 36.88 83.73 748.28 4.43 

 
*Note: a) For Long Term Power, Indicative tariff is submitted to the Hon'ble Commission for first year as per Petition No. 971/2014 For approval of 
PPA and Determination of Tariff which may change as may be approved. 
b) As per the aforesaid petition the indicative tariff of Rs. 3.71 per unit ex-bus Generation Plant is excluding taxes which shall be reimbursed on 
actuals as per PPA. 
c) Except for Ref. No.- A, the delivery point is considered as NR and Import figures are at NPCL bus i.e. after adding transmission losses of NR and U.P. 

State Transmission Utility.RTC: 0000-2400 Hrs ;  Peak : 1900-2400 Hrs.. 
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7.5.6 The briefs about the power purchase from the above Table are as follows:  

¶ The power purchase from the long term sources is estimated at 577.59 MU. 

¶ The power purchase from traders estimated is 1,063.80 MU and power 

purchase from renewable sources estimated is 92.23 MU for FY 2016-17.  

¶ The transmission charge projected by NPCL is Rs. 83.73 Crore.  

¶ The transmission charges payable on open access charges include 

transmission charges of UPPTCL as well as PGCIL for various regions. 

7.5.7 Since, UPPCL has discontinued the power supply to the Petitioner; the 

Commission has considered the power purchase requirement for NPCL from 

the long term sources, short term sources and renewable sources. The 

Commission, for the purpose of approval of power purchase quantum and cost 

from long term sources, has provisionally considered the projected power 

purchase quantum and cost as projected by the petitioner subject to truing up. 

7.5.8 Further, as the Petitioner procures short term power by following the 

transparent process of bidding, the Commission approves the average rate of 

landed power of Rs. 3.53/ kWh for short term purchases. As regards the 

renewable power purchase, the Commission has estimated total power 

purchase at 6% of the total requirement in accordance with the RPO 

Regulations. The Commission has considered the rate of power from renewable 

sources same as projected by the Petitioner. Any variation between the 

approved power purchase costs and the actual power purchase costs for FY 

2016-17 would be considered at the time of truing up.  

7.5.9 Total power purchase cost as estimated by the Petitioner also includes the 

Transmission charges of Rs. 83.73 Crore.  The Licensee has considered the 

transmission charges at UPPTCL level as Rs.172.3 /  MWh. However, the 

Commission has considered the transmission charge of Rs. 162.27 / MWh as 

approved for UPPTCL for FY 2016-17.  The overall approval of the power 

purchase cost for FY 2016-17 is provided in the Table below: 

Table 7:8: POWER PURCHASE AS APPROVED BY THE COMMISSION FOR FY 2016-17 

Item Petition Approved 

Retail Sales (MUs) 1,545.58 
  

1,545.58 
  

Losses 8.56% 
  

8.00% 
  

Power Purchase 1,690.28 
  

1,679.97 
  

Sources of Power Purchase Energy Avg. Costs Energy Avg. Costs 
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Item Petition Approved 

(MU) (Rs. 
/kWh) 

(Rs. 
Crore) 

(MU) (Rs. 
/kWh) 

(Rs. 
Crore) 

Long Term Power 1169.74 4.01 469.62 577.59 4.05 234.17 

Unscheduled Interchange -43.34 -0.65 2.82 0.00 0.00 0.00 

Power Purchase from Traders 459.31 4.25 195.26 1001.59 3.53 354.02 

Power Purchase from RE 104.56 5.56 58.13 100.80 5.59 56.34 

Sub-Total 1690.28 4.67 725.83 1679.97 3.84 644.52 

Transmission Charges for 
Open Access (Including Long-
term Transmission Charges) 

  
90.00 

  
81.61 

Total Transmission charges 
  

90.00 
  

81.61 

Underpaid / (Overpaid) Power 
purchase expenses for FY 
2013-14 

     
9.88 

Total Power Purchase Cost 1,690.28 4.83 815.83 1,679.97 4.38 736.01 

 

¶ The total quantum of power purchase approved by the Commission for FY 

2016-17 is 1679.97 MU, which includes power purchase of 100.80 MU from 

Renewable Energy sources (computed as proportion of total power 

procurement for meeting the Renewable Purchase Obligation), 1,001.59 

MU from Short Term Sources and 577.59 MU from Long term power 

procurement based on the revised submission of the Petitioner.  

¶ The power purchase cost from traders / Short Term sources is approved at 

the weighted average landed rate of Rs. 3.53 per unit.  

¶ The power purchase cost from renewable sources is projected at an 

average cost of Rs. 5.59 per unit as per the submission of the Petitioner.  

¶ As regard the PGCIL charges, the Commission has the considered the same 

amount based on estimations of the Petitioner.  

¶ As regard the UPPTCL charges, the Commission has the considered the 

same amount as per the approved transmission charge for FY 2016-17. 

 

7.6 FUEL & POWER PURCHASE COST ADJUSTMENT SURCHARGE: 

7.6.1 A Review Petition No. 893/2013 had been filed by the UPPCL, MVVNL, PVVNL, 

PuVVNL, DVVNL & KESCO ƛƴ ǘƘŜ ƳŀǘǘŜǊ ƻŦ άwŜǾƛŜǿ ƻŦ ǘƘŜ aŜŎƘŀƴƛǎƳ ŦƻǊ CǳŜƭ 

& Power Purchase Cost Adjustment formulateŘ ōȅ ǘƘŜ IƻƴΩōƭŜ /ƻƳƳƛǎǎƛƻƴέΣ 

wherein a number of issues have been raised by the Petitioners. Prior to the 

above Petition, UPPCL also filed a Review Petition No. 848/2012 in the matter 

ƻŦ ά!ǇǇƭƛŎŀōƛƭƛǘȅ ƻŦ CǳŜƭ ϧ tƻǿŜǊ tǳǊŎƘŀǎŜ /ƻǎǘ !ŘƧǳǎǘƳŜƴǘ όCtt/!ύ ŦƻǊƳula 
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notified vide GOUP notification no. UPERC/Secy/Regulation/240 dated 

млΦлрΦнлмнέ  

7.6.2 Lƴ ǘƘŜ ƳŀǘǘŜǊ ƻŦ tŜǘƛǘƛƻƴ bƻΦ уфоκнлмо άwŜǾƛŜǿ ƻŦ ǘƘŜ aŜŎƘŀƴƛǎƳ ŦƻǊ CǳŜƭ ϧ 

tƻǿŜǊ tǳǊŎƘŀǎŜ /ƻǎǘ !ŘƧǳǎǘƳŜƴǘ ŦƻǊƳǳƭŀǘŜŘ ōȅ ǘƘŜ IƻƴΩōƭŜ /ƻƳƳƛǎǎƛƻƴέΣ ǘƘŜ 

Commission vide its Order dated 23rd October, 2013 gave direction to 

Petitioners to submit details on various issues along with its detailed proposal 

on the same. Further, as the Petition No. 893/2013 and 848/2012 are related, 

the Commission also directed to club the above two Petitions.    

7.6.3 The Commission vide its Letter No. UPERC/Secy/D(Tariff)14-257 dated 28th 

October, 2014 reminded the Petitioners to submit its detailed proposal in view 

of the directions given by the Commission in its Order dated 23rd October, 

2013. 

7.6.4 Subsequently the State Discoms vide their Letter No. 3135/RAU/FPPCA dated 

29th December, 2014 submitted their proposal. The detailed proposal on 

various issues as submitted by the Petitioners is extracted below for reference: 

ά! - Differential distribution of FPPCA over different category of 

consumers: 

In this regard this is to submit that differential distribution of FPPCA over 

different category could be based on their average billing rate (ABR). 

Since various category of consumer have different average billing rate, 

therefore uniform distribution of FPPCA will lead to non-uniform 

percentage distribution over different category. In order to avoid non-

uniform percentage distribution of FPPCA it seems most appropriate to 

distribute FPPCA over different category in the ratio of their ABR in such a 

way that percentage increase across all the categories remains the same. 

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

licensee has long term agreement: 

In Power Purchase Plan approved for FY 2012-13, power purchase from 

following sources has been disallowed by the Commission, whereas 

licensee has long term agreement with these sources: 

1) NTPC, Auraiya Gas 

2)NTPC, Dadri Gas 

3)NTPC, Kahalgaon Stn.-1 
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4)NTPC, Farakka 

5)NTPC, Talchar 

6)NTPC, Jhajhjhar 

7)Bajaj Hindustan 

This situation has arisen due to the fact that the Commission has approved 

Power Purchase Plan (FY-2012-13) on the basis of MYT (2009-14) 

generation figures for state owned thermal generating stations. The 

Commission has not taken into account the past trend of generation from 

these state owned thermal generating stations. 

Owing to the fact of long term agreement with few of the disallowed 

sources, in FY 2012-13, the existing provision of not allowing FPPCA for 

power purchase from unapproved sources will lead heavy financial loss to 

the licensee. 

C - FPPCA may be allowed on power purchase from UI & unapproved 

sources: 

As regard to the issue of allowing FPPCA on power purchase from UI & 
unapproved sources, Commission has directed the licensee to file reply as 
directed in its order dt. 17.12.2012 in petition no. 848/2012. The desired 
FPPCA computation has been filed by the licensee vide letter no. 
1621/RAU/FPPCA Review dt. 30.06.2014 for the period Jan-2013 to Sept-
2013 (for 3 Quarters), on the basis of the bills raised by the generators, in 
following two scenarios: 

a)FPPCA working Excluding UI & unapproved purchases 
b)FPPCA working Including UI & unapproved purchases 

 
As evident from above submitted computation there is a loss of Rs. 457.5 

Cr. to the licensee in terms of FPPCA for three quarters only. 

 

Therefore, in light of submission made by the licensee in its petition & 

computation shown in reply dated 30.06.2014, it is submitted that the 

variation in power purchase cost due to UI & unapproved sources may also 

be covered under FPPCA. 

D - For the purpose of recovery of FPPCA, power purchase cost may 

include all bills raised by the generators instead of bills paid and credit 

received by the licensee: 
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With regard to this issue it is humbly submitted that the submission made 

in petition no. 848/2012 seems sufficient and does not need further 

elaboration. 

  E - Date of applicability of FPPCA: 

The issue with regard to the date of applicability of FPPCA has been settled 

by the Commission vide its letter no. UPERC/D(T)RAU/2012-1127 dt. 

олΦмлΦнлмнΦ ¢ƘŜǊŜŦƻǊŜΣ ƴƻ ŦǳǊǘƘŜǊ ǎǳōƳƛǎǎƛƻƴ ƛǎ ǊŜǉǳƛǊŜŘ ƛƴ ǘƘƛǎ ǊŜƎŀǊŘΦέ 

7.6.5 The relevant provisions of the UPERC (Terms and conditions for Determination 

of Distribution Tariff), Regulations, and Amendment No. 3 of 2012 are 

reproduced below for reference: 

Quote 

άсΦф CǳŜƭ ŀƴŘ tƻǿŜǊ tǳǊŎƘŀǎŜ /ƻǎǘ !ŘƧǳǎǘƳŜƴǘ όCtt/!ύΥ 

1. Recovery Periodicity (Cycle): 
The cycle will be quarterly. The FPPCA for the quarter ending March 
will be calculated in next quarter i.e. up to June when the data/ bills 
from generators/suppliers and sale of energy data for the quarter 
under consideration are available and the same will be applicable to all 
categories w.e.f. July. 
 
2. Fuel & Power Purchase Cost Adjustment Formula (FPPCA): 
1. The distribution licensee shall recover FPPCA amount with effect 
ŦǊƻƳ ŀ ŘŀǘŜ ǿƘƛŎƘ ǿƻǳƭŘ ōŜ ƛǎǎǳŜŘ ōȅ ŀ ǎŜǇŀǊŀǘŜ /ƻƳƳƛǎǎƛƻƴΩǎ ƻǊŘŜǊ 
from all consumers. The formula is as follows: 
 
Step (A) Determination of Difference between Actual and 

Approved Power Purchase Cost in a quarter 

PD= (P actual-P approved) 

Where  

PD Ґ 5ƛŦŦŜǊŜƴŎŜ ƛƴ !Ŏǘǳŀƭ ŀƴŘ !ǇǇǊƻǾŜŘ tƻǿŜǊ tǳǊŎƘŀǎŜ /ƻǎǘ όΨ/ǊǎΦύ 

P actual Ґ !Ŏǘǳŀƭ /ƻǎǘ ƻŦ tƻǿŜǊ tǳǊŎƘŀǎŜ όΨ/ǊǎΦύ 

P approved Ґ !ǇǇǊƻǾŜŘ /ƻǎǘ ƻŦ tƻǿŜǊ tǳǊŎƘŀǎŜ όΨ/ǊǎΦύ 
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Step (B)  Determination of (E ) Energy billed (in MUs) in a quarter 

after considering approved T&D losses. 

Actual power purchased during the quarter (MUs)  X(MUs) 

Approved T&D losses     Y% 

Approved MUs billed after T&D losses (E)     X * (1-Y/100) 

Step (C ) Determination of Fuel & Power Purchase Cost Adjustment 

per unit based on approved T&D losses to be charged from all 

consumers each month of the quarter 

Ctt/! όΨκǳƴƛǘύύ Ґ όtD/E)*10 

2. The variation in power purchase cost due to UI and other 

unapproved purchases shall not be covered under FPPCA. 

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

include all the bills paid and credits received by the distribution 

licensee, to the suppliers of the power, during the previous FPPCA cycle 

irrespective of the period to which they pertain. This shall include 

arrears and refunds, if any, not settled earlier. 

4. The total FPPCA recoverable, as per the formula specified above, 

shall be recovered from the actual sales and in case of unmetered 

consumers, it shall be recoverable based on estimated sales to such 

consumers, calculated in accordance with such methodology / 

mechanism as may be stipulated by the Commission. 

5. Per unit rate of FPPCA shall be worked out in paisa after rounding off 

to the next place. 

6. In case of negative FPPCA, the credit shall be given to the consumers 

under the FPPCA head, so that the base tariff determined by the 

Commission effectively remains the same. 

7. The Distribution licensee shall submit details in the stipulated format 

to the Commission on a quarterly basis, the FPPCA charged and, for 

this purpose, shall submit such details of the FPPCA incurred and the 

FPPCA charged to all consumers for each month in such quarter, along 

with the detailed computations and supporting documents as may be 

required for verification by the Commission. 
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Provided that the above submission made to the Commission must be 

certified by a Chartered Accountant. 

Provided further that the FPPCA applicable for each month shall be 

displayed prominently at the collection centers and the offices dealing 

with consumers and on the internet website of the Distribution 

Licensee. 

Provided that the Distribution Licensee shall put up on his internet 

website such details of the FPPCA incurred and the FPPCA charged to 

all consumers for each month along with detailed computations. 

8. In case of Minimum Charges, FPPCA shall be charged only on actual 

units consumed by the consumer during the relevant month in addition 

to the Minimum Charges amount. 

9. In case Government of Uttar Pradesh decided to provide subsidy on 

FPPCA to a particular consumer category then, it should do the same as 

per the provisions of Section 65 of Electricity Act 2003. It shall be the 

responsibility of the licensee to seek prior approval of the State 

Government in this regard and maintain appropriate record of the 

same. 

10. The Commission may however suitably modify / change the 

proposed formula / procedure or adopt a different formula / procedure 

for the assessment of fuel surcharge if it considers it to be more 

ŀǇǇǊƻǇǊƛŀǘŜΦέ 

Unquote 

7.6.6 As per Regulation 6.9 (2) (10) of UPERC (Terms and Conditions for 

Determination of Distribution Tariff), Regulations, Amendment No. 3 of 2012, 

the Commission may suitably modify / change the proposed formula / 

procedure or adopt a different formula / procedure for the assessment of fuel 

surcharge if it considers it to be more appropriate. In view of the same and 

above discussion the Commission in its Tariff Order dated June 18, 2105 for FY 

2015-16approved the revised formula / procedure in respect to the 

applicability and recovery of Fuel and Power Purchase Cost Adjustment 

(FPPCA) as detailed in Regulation 6.9 below (the changes / modifications are 

underlined):  
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6.9 Fuel and Power Purchase Cost Adjustment (FPPCA): 

1. Recovery Periodicity (Cycle): 
The cycle will be quarterly. The FPPCA for the quarter ending March will be 
calculated in next quarter i.e. up to June when the data / bills from generators 
/ suppliers and sale of energy data for the quarter under consideration are 
available and the same will be applicable to all categories w.e.f. July. 
 

2. Fuel & Power Purchase Cost Adjustment Formula (FPPCA): 
1. The distribution licensee shall recover FPPCA amount with effect from a date 
ǿƘƛŎƘ ǿƻǳƭŘ ōŜ ƛǎǎǳŜŘ ōȅ ŀ ǎŜǇŀǊŀǘŜ /ƻƳƳƛǎǎƛƻƴΩǎ ƻǊŘŜǊ ŦǊƻƳ ŀƭƭ ŎƻƴǎǳƳŜǊǎΦ 
The formula is as follows: 
 
Step (A) Determination of Difference between Actual and Approved Power 

Purchase Cost in a quarter 

PD = (P actual - P approved) 
Where,  
PD  = Difference in Actual and Approved Power Purchase Cost (Rs. 

Crore) 
P actual = Actual Cost of Power Purchase (Rs. Crore) 
P approved = Approved Cost of Power Purchase (Rs. Crore) 
 
Step (B) Determination of (E) Energy billed (in MUs) in a quarter after 

considering approved T&D losses. 

Actual power purchased during the quarter (MUs) :  X (MUs) 
Approved T&D losses     :  Y% 
Approved MUs billed after T&D losses (E)    :  X * (1 - Y / 100) 
 
Step (C) Determination of Category wise Fuel & Power Purchase Cost 

Adjustment per unit based on approved T&D losses to be charged from 

consumers each month of the quarter 

Category wise FPPCA (Rs. / unit) = ABRC / ABRD *FPPCAA 

Where, 

FPPCAA is Average Fuel and Power Purchase Cost Adjustment (in Rs. / kWh) = 

(PD/E)*10 

ABRC is Average Billing Rate or through rate of Consumer Category (in Rs. / 

kWh) as approved in Tariff Order for the year 
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ABRD is Average Billing Rate or through rate of Distribution Licensee (in Rs. / 

kWh) as approved in Tariff Order for the year 

2. The variation in power purchase cost due to UI and other unapproved 

purchases from short term sources shall not be covered under FPPCA. 

3. For the purpose of recovery of FPPCA, power purchase cost shall include all 

the bills received by the distribution licensee, from the suppliers of the power, 

during the previous FPPCA cycle irrespective of the period to which they 

pertain. This shall include arrears and refunds, if any, not settled earlier. 

4. The total FPPCA recoverable, as per the formula specified above, shall be 

recovered from the actual sales and in case of unmetered consumers, it shall 

be recoverable based on estimated sales to such consumers, calculated in 

accordance with such methodology / mechanism as may be stipulated by the 

Commission. 

5. Per unit rate of FPPCA shall be worked out in paisa after rounding off to the 

unit place. 

6. In case of negative FPPCA, the credit shall be given to the consumers under 

the FPPCA head, so that the base tariff determined by the Commission 

effectively remains the same. 

7. The Distribution licensee shall submit details to the Commission on a 

quarterly basis towards the computation of the FPPCA, which shall include the 

source wise power purchase quantum, power purchase cost incurred and 

power purchase rate, details of the FPPCA incurred and the FPPCA chargeable 

from the consumers for each month in such quarter, along with the detailed 

computations and supporting documents as may be required for approval by 

the Commission. 

Provided that the above submission made to the Commission must be certified 

by a Chartered Accountant. 

Provided further that the FPPCA applicable for each month shall be displayed 

prominently at the collection centers and the offices dealing with consumers 

and on the internet website of the Distribution Licensee. 

Provided that the Distribution Licensee shall put up on his internet website 

such details of the FPPCA incurred and the FPPCA charged to all consumers for 

each month along with detailed computations. 
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8. In case of Minimum Charges, FPPCA shall be charged only on actual units 

consumed by the consumer during the relevant month in addition to the 

Minimum Charges amount. 

9. In case Government of Uttar Pradesh decided to provide subsidy on FPPCA 

to a particular consumer category then, it should do the same as per the 

provisions of Section 65 of Electricity Act 2003. It shall be the responsibility of 

the licensee to seek prior approval of the State Government in this regard and 

maintain appropriate record of the same. 

10. The Commission may however suitably modify / change the proposed 

formula / procedure or adopt a different formula / procedure for the 

assessment of fuel surcharge if it considers it to be more appropriate. 

7.6.7 For the purpose of Fuel & Power Purchase Cost Adjustment (FPPCA) as per 

above mentioned formula, the projected monthly power purchase 

requirement is provided in this Order, which is derived from the monthly 

power purchase submitted by the Licensees.  

7.6.8 Further, the Commission in its previous Orders has time and again directed the 

Licensees to file submissions in respect of FPPCA in a timely and regular 

manner as specified under the Regulations. However, the Licensees have not 

complied with the directions of the Commission in this regard.  

7.6.9 It is to be noted that the power purchase expenses being an uncontrollable 

expense, is pass-through to the consumers, however, the difference between 

the actual cost of power procurement and the approved power purchase 

expenses, is being recovered by the Distribution Licensee at the time of truing 

up. The time lag in recovery of the variation in power purchase expenses 

adversely affects the financial position of the Distribution Licensee and also 

puts additional burden on consumers on account of Carrying Cost. 

7.6.10 Failure to file FPPCA in a timely manner has many repercussions such as higher 

accumulated Aggregate Revenue Requirement (ARR) on account of variation in 

Power Purchase Expenses and the carrying cost, higher increase in Tariff or 

allowance in the form of Regulatory Surcharge, leading to Tariff shock. Further, 

the delayed filing of the FPPCA and claiming of the additional power purchase 

expenses during the Truing-up process also put the burden of such additional 

power purchase expenses on the new consumers, who may not have been 

consumers during the respective year. 
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7.6.11 The Commission once again directs the licensees that they should file FPPCA in 

a timely and regular manner failing which the Commission may have to resort 

to take strict action against the Licensees like disallowance of additional power 

purchase expenses and the associated carrying cost on account of additional 

Power Purchase expenses or any other action that the Commission may deem 

fit while doing the Truing up. 

7.6.12 For the purpose of Fuel & Power Purchase Cost Adjust (FPPCA) the projected 

monthly power purchase requirements approved by the Commission are 

provided in the Table below.  

 
Table 7:9: MOTHLY APPROVED POWER PURCHASE COST 

Month 
Volume (MU) 

Cost (Rs. 
Crore) 

Apr 128.13 55.38 

May 147.71 63.85 

Jun 146.44 63.30 

Jul 151.33 65.41 

Aug 149.47 64.60 

Sep 144.65 62.52 

Oct 149.47 64.60 

Nov 128.13 55.38 

Dec 137.27 59.33 

Jan 137.27 59.33 

Feb 123.44 53.35 

Mar 136.67 59.07 

Total 1679.97 726.13 

 

7.7 OPERATION & MAINTENANCE EXPENSES 

7.7.1 Operation and Maintenance (O&M) expenses comprises of Employee costs, 

Administrative and General (A&G) Expenses, and Repair and Maintenance 

(R&M) expenditure.  

7.7.2 The Clause No. 4.3 of the Distribution Tariff Regulations, 2006 stipulates: 

 άпΦо Operation & Maintenance Expenses (O&M) 

The O&M expenses comprise of employee cost, repairs & 

maintenance(R&M) cost and administrative & general (A&G) cost. The 

O&M expenses for the base year shall be calculated on the basis of 
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historical/audited costs and past trend during the preceding five years. 

However, any abnormal variation during the preceding five years shall be 

excluded. For determination of the O&M expenses of the year under 

consideration, the O & M expenses of the base year shall be escalated at 

inflation rates notified by the Central Government for different years. The 

inflation rate for above purpose shall be the weighted average of 

Wholesale Price Index and Consumer Price Index in the ratio of 60:40.Base 

year, for these regulations means, the first year of tariff determination 

under these regulations. 

Where such data for the preceding five years is not available the 

Commission may fix O&M expenses for the base year as certain 

percentage of the capital cost. 

Incremental O&M expenses for the ensuing financial year shall be 2.5% of 

capital addition during the current year. O&M charges for the ensuing 

financial year shall be sum of incremental O&M expenses so worked out 

and O&M charges of current year escalated on the basis of predetermined 

ƛƴŘƛŎŜǎ ŀǎ ƛƴŘƛŎŀǘŜŘ ƛƴ wŜƎǳƭŀǘƛƻƴ пΦо όмύΦέ 

7.7.3 The Petitioner submitted that as per Regulation 4.3 (3) of the UPERC 

Distribution Tariff Regulations, 2006, O&M expenses allowable for any year 

shall be the sum total of total O&M expenses for the preceding year escalated 

by Inflation Index and 2.5% of the additions to Fixed Assets in the preceding 

year. 

7.7.4 The Petitioner in its Petition claimed the O&M Expenses for FY 2016-17 as Rs. 

78.96 Crore subject to prudence check of the Commission. 

Table 7:10: O&M EXPENSES CLAIMED BY THE PETITIONER FOR FY 2016-17 

Particulars Projected by the Petitioner (Rs. Crore) 

Repair & Maintenance 34.23 

Employees Expenses 38.51 

Administrative & General Expenses 12.38 

Total O&M Expenses 85.12 

Less: Employee Cost Capitalized 6.16 

Net O&M Expenses 78.96 
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7.7.5 The Petitioner submitted that so far it has been allowed O&M expenses on 

normative basis in accordance with the Regulations mentioned above, even 

though the audited actual expenses were higher. Citing various reasons as 

discussed in the True-up Section, the Petitioner requested the Commission to 

allow O&M expenses as projected by it. 

 

/ƻƳƳƛǎǎƛƻƴΩǎ !ƴŀƭȅǎƛǎΥ  

7.7.6 In accordance with  Clause No. 4.3.1 of Distribution Tariff Regulations, 2006 the 

O&M expenses are computed based on Inflation Index. Accordingly, the 

weighted average Inflation Index computed at 1.39% for FY 2015-16 has been 

used for computing the O&M expenses for FY 2016-17.  

Table 7:11: INFLATION INDEX CONSIDERED FOR COMPUTING THE O&M EXPENSES FOR FY 2016-
17 

Month Wholesale Price Index Consumer Price Index 

2014-15 2015-16 2014-15 2015-16 

April 180.80 176.40 242.00 256.00 

May 182.00 178.00 244.00 258.00 

June 183.00 179.10 246.00 261.00 

July 185.00 177.60 252.00 263.00 

August 185.90 176.50 253.00 264.00 

September 185.00 176.50 253.00 266.00 

October 183.70 176.90 253.00 269.00 

November 181.20 177.50 253.00 270.00 

December 178.70 176.80 253.00 269.00 

January 177.30 175.40 254.00 269.00 

February 175.80 174.10 253.00 267.00 

March 176.10 174.60 254.00 268.00 

Average for Financial Year 181.21 176.62 250.83 265.00 

Calculation of Inflation Index (CPI-40%, 
WPI-60%) for FY2016-17 

        

Inflation index for FY 2014-15 209.06 

Inflation index for FY 2015-16 211.97 

Applicable Inflation rate 1.39% 

 

7.7.7 The gross O&M expenses also include additional O&M expenses towards 

capitalization of assets in the preceding year. The capitalized assets in the 

preceding year include assets handed over by GNIDA and UPSIDC free of cost in 
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FY 2015-16. These assets have been considered on the basis of values declared 

by respective authorities. 

7.7.8 The Commission has also gone through the Audited Accounts of NPCL for 

previous years till FY 2014-15, wherein, the value of these assets has been 

ascertained by the auditor through communications received from GNIDA and 

UPSIDC. Further, the Audited Accounts mention that the assets have been 

handed over for maintenance purpose only while the ownership is yet to be 

transferred to NPCL. Accordingly, the Commission has considered the additional 

O&M expenses for these assets to be allowed for O&M purposes only. Any 

other impact on parameters like depreciation, capital expenditure, 

capitalization etc. is not being allowed till the Petitioner takes ownership of 

these assets. 

7.7.9 The Commission is of the view that if the O&M expenses are projected for 

ensuing year on the basis of actual O&M expenses for previous year as 

suggested by the Petitioner, there will be no sanctity of fixation of norms in 

Tariff Regulations. As per the Distribution Tariff Regulations, some of the 

elements of ARR are considered on normative basis and the actual expenses 

under some elements may be higher as compared to approved expenses, while 

the actual expenses under some elements may be lower as compared to 

approved expenses.  Further, the Distribution Tariff Regulations, 2006 also 

provides the sharing mechanism of controllable elements and hence the 

Commission has approved the O&M expenses on normative basis as per the 

provisions of Distribution Tariff Regulations, 2006 as amended from time to 

time. 

7.7.10 The Petitioner in the matter of allowance of O&M expense to the extent 

ŎƭŀƛƳŜŘ ōȅ ƛǘ ƘŀŘ ŀǇǇŜŀƭŜŘ ōŜŦƻǊŜ ǘƘŜ IƻƴΩōƭŜ !t¢9[ ŀƎŀƛƴǎǘ ǘƘŜ ¢ŀǊƛŦŦ hǊŘŜǊ 

for FY 2015-мс ƛǎǎǳŜŘ ōȅ ǘƘŜ /ƻƳƳƛǎǎƛƻƴΦ IƻƴΩōƭŜ !t¢9[ ƛƴ ǘƘƛǎ ǊŜƎŀǊŘ ƛƴ ƛǘǎ 

Judgment dated June 2, 2016 has held that the Commission has been consistent 

in allowing O&M expense based on the norms as per the provisions of the 

Distribution Tariff Regulations and decided the matter in favor of the 

Commission. The relevant portion of the said Judgment has been reproduced 

below: 

άŜΦ ²Ŝ ƘŀǾŜ ƻōǎŜǊǾŜŘ ǘƘŀǘ ǘƘŜ 5ƛǎǘǊƛōǳǘƛƻƴ ¢ŀǊƛŦŦ wŜƎǳƭŀǘƛƻƴ ǇǊƻǾƛŘŜǎ ǘƘŀǘ 

O&M expenses for the ensuing year shall be determined on normative 

basis. Normative O&M expenses for the ensuing year shall be base year 

O&M expenses suitably escalated based on predefined escalation indices 
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which have been identified as weighted average of Wholesale Price Index 

and Consumer Price Index in the ratio of 60:40. The incremental O&M 

expenses for the ensuing financial year shall be 2.5% of capital addition 

during the current year. 

f. Further Regulation 4.3(5) of the Distribution Tariff Regulations, 2006 

provides for consideration of allowance of any additional O&M expenses in 

situation like war, insurgency, and change in laws or like eventualities for a 

specified period, which is not the case in present Appeal. 

g. The State Commission in the Impugned Tariff Order has allowed O&M 

expenses based on norms as per the provisions of the Distribution Tariff 

Regulations which has been followed by it in its earlier Tariff orders. We do 

not find any infirmity in this approach followed by the State Commission. 

h. Hence this issue is decided against the Appellant.έ 

7.7.11 The Commission has computed O&M expenses for FY 2016-17in line with the 

approach adopted in iǘǎ ŜŀǊƭƛŜǊ ¢ŀǊƛŦŦ hǊŘŜǊǎ ŀƴŘ ǘƘŜ WǳŘƎƳŜƴǘ ƻŦ ǘƘŜ IƻƴΩōƭŜ 

APTEL as shown in the Table below:  

Table 7:12: O&M EXPENSES FOR FY 2016-17 (Rs. Crore) 

Particulars Petition Approved 

Total additions to Fixed Assets 

78.96 

245.09 

Less: Assets Retired/Scrapped 4.15 

Net Addition to Fixed Assets 240.94 

Preceding Year Gross O&M 45.19 

Incremental O&M @ 2.5% 6.02 

Inflation Index Applicable 1.39% 

Net O&M Expenses 45.82 

Gross O&M Expenses 78.96 51.84 

 

7.8 STATUTORY / OTHER REGULATORY EXPENSES 

7.8.1 In the ARR Petition for FY 2016-17, the Petitioner has claimed other statutory 

expenses of Rs. 5.94 Crore over and above normative O&M expenses. The 

Petitioner requested the Commission to consider the following regulatory / 

statutory expenses separately, in addition to the O&M Expenses for day to day 

running and maintenance. 
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Table 7:13: STATUTORY / OTHER REGULATORY EXPENSES CLAIMED BY THE PETITIONER (Rs. 
Crore) 

Particulars Petition 

Demand Side Management Expenses 0.40 

CGRF Expenses 0.40 

Competitive Bidding Expenses 0.19 

Technical studies as directed by Commission 0.39 

Service Tax payable due to change in law 1.79 

Corporate Governance Expenses due to change in law 0.20 

CSR Expense 2.57 

Total 5.94 

 

/ƻƳƳƛǎǎƛƻƴΩǎ !ƴŀƭȅǎƛǎΥ  

7.8.2 The Petitioner has claimed CGRF expense of Rs. 0.40Crore in FY 2016-17. In this 

regards Regulation 22 of the Consumer Grievances Redressal Forum 

Regulations, 2007 stipulates as follows:  

ά¢ǊŜŀǘƳŜƴǘ ƻŦ 9ȄǇŜƴǎŜǎ ς  

All reasonable costs incurred by the Distribution Licensee on the 

establishment and running of the Forum, shall be a pass through in the 

Annual Revenue Requirements filed by the Distribution Licensee after 

deducting the amount of fees collected by the Distribution Licensee under 

ǘƘŜ ǊŜƎǳƭŀǘƛƻƴǎΦέ  

7.8.3 In view of the above, the Commission approves CGRF expense of Rs. 0.40 Crore.  

7.8.4 Further, the Petitioner has claimed expenses incurred towards demand side 

management (DSM) and competitive bidding process for long term power 

procurement. In this regard Regulation 4.3.5 of Distribution Tariff Regulations, 

2006 stipulates as follows:  

ά¢ƘŜ /ƻƳƳƛǎǎƛƻƴ Ƴŀȅ ŎƻƴǎƛŘŜǊ ŀŘŘƛǘƛƻƴŀƭ hϧa ŜȄǇŜƴǎŜǎ ƻƴ ŀŎŎƻǳƴǘ ƻŦ 

war, insurgency, and change in laws or like eventualities for a specified 

ǇŜǊƛƻŘΦέ  

7.8.5 The Commission has elaborated its views on undertaking Demand Side 

Management measures by the Utility in Section 9.9 of Tariff Order dated 

October 14, 2010 and has also discussed about the benefits of the same in 
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terms of reducing power purchase costs and utilization of energy efficiently. In 

view of the same, the Commission approves the additional statutory expenses 

incurred towards DSM and competitive bidding process.  

7.8.6 The Petitioner has claimed expenses of Rs. 1.79 Crore towards liability for 

payment of service tax on various services being availed by the Petitioner. The 

Petitioner submitted that the Finance Act, 2012 has brought some major 

changes in the scope, applicability and rates of Service Tax e.g. applicability of 

Negative list which has widened the applicability of Service Tax on all the 

services other than defined in Negative List, Reverse Charge of Service Tax 

whereby the Service Receiver is liable to pay 100% or partial Service Tax, 

increase in rates of Service Tax from 10.30% to 12.36% and further to 14.50% 

under Finance Act, 2012 and Finance Act, 2015 respectively. 

7.8.7 The Commission has taken cognizance of the changes in the statues regarding 

service tax and has referred to the Distribution Tariff Regulations, 2006. In this 

regard the Regulation 2.1.5 may be referred as reproduced below:  

ά¢ƘŜ /ƻƳƳƛǎǎƛƻƴ Ƴŀȅ ōǊƻŀŘƭȅ ŎƭŀǎǎƛŦȅ Ŏƻǎǘǎ ƛƴŎǳǊǊŜŘ ōȅ [ƛŎŜƴǎŜŜ ŀǎ 

controllable and non-controllable. Uncontrollable costs shall include (but 

not limited to) fuel cost, increase in interest rates, increase in cost on 

account of inflation, taxes & cess, variation in power purchase unit costs 

including on account of hydrothermal mix in case of adverse natural 

ŜǾŜƴǘǎέ  

7.8.8 Since, the taxes and cess are part of uncontrollable cost, the Commission 

agrees in principle on allowance of such additional cost. However, since the 

amount claimed by the Petitioner is based on projection only, the Commission 

provisionally allows the expense at Rs. 1.79 Crore only subject to truing-up, 

once the actual expenses are made available to the Commission.  

7.8.9 In addition to the above, the Commission has also allowed Rs. 0.39 Crore for 

undertaking the studies as directed by the Commission from time to time. 

7.8.10 The Petitioner submitted that the newly enacted Companies Act, 2013 contains 

many provisions therein which may lead to significant increase in scope of the 

services and compliance requirement of the Company, Auditors, Directors and 

Promoters etc. The Petitioner submitted that the following major changes may 

lead to increase in expenses: 
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¶ CSR Expenses: The Company is mandatorily required to incur expenses 

on Corporate Social Responsibility (CSR) activities to the extent of at 

least 2% of its profits. Such expenses have to be incurred on the 

activities as defined in provisions of the newly enacted Companies Act, 

2013. It is required to constitute the CSR Committee under supervision 

of Board of Directors for compliance of CSR responsibility of the 

Company. This is the most catalyst provision of the new Act, which will 

significantly increase the expenses of the Company. 

¶ Rotation of Auditors: The Auditors of the Company needs to be 

compulsorily replaced after stipulated period and they have to report on 

various new compliances enlisted in new the Companies Act, 2013.  This 

would lead to increase in scope of the work of statutory auditors and 

consequential renegotiation of the auditorΩs fees.  

7.8.11 In view of the above, the Petitioner has claimed an additional amount of Rs. 

0.20 Crore in its ARR for FY 2016-17. Petitioner submitted that the above 

expenses resulting from the mandatory compliance of the provisions of the 

newly enacted Companies Act, 2013 are absolutely on account of change in the 

law and therefore additional O&M Expenses on account of the same may be 

allowed in accordance with the Regulation 4.3(5) of the Distribution Tariff 

Regulations, 2006. 

7.8.12 The Commission in its Tariff Order for FY 2015-16 has not allowed the CSR 

expenses for FY 2015-16. The Petitioner preferred to file an appeal before 

IƻƴΩōƭŜ !t¢9[ ŀƎŀƛƴǎǘ ǘƘŜ ŘŜŎƛǎƛƻƴ ƻŦ ǘƘŜ /ƻƳƳƛǎǎƛƻƴ ǘƻǿŀǊŘǎ ŘƛǎŀƭƭƻǿŀƴŎŜ ƻŦ 

ǘƘŜ /{w ŜȄǇŜƴǎŜΦ IƻƴΩōƭŜ !t¢9[ ƻƴ WǳƴŜ нΣ нлмс ƎŀǾŜ ƛǘǎ WǳŘƎƳŜƴǘ ƛƴ ŦŀǾƻǊ ƻŦ 

the Commission. The relevant portion of the Judgment is reproduced below: 

 

άŜΦ It is very much clear from the relevant extract from Companies Act 
2013 that the company should spend, in every financial year, at least two 
per cent of the average net profits of the company made during the three 
immediately preceding financial years in pursuance of its Corporate Social 
Responsibility Policy. 
f. We are of the considered opinion that if such expenses are passed on to 
the consumers in the ARR, it would defeat the very purpose. In fact, such 
expenses are for the social development which should not be passed on to 
the consumers. 

g. We have noted from the Impugned Tariff Order that the State 
Commission may review during the Truing up for FY 2015-16 after 
analysing the actual expenses and case laws in other states. 



 Determination of ARR & Tariff of NPCL for FY 2016-17 
and True Up for FY 2014-15 

  

 

Page 126 

h. We are in agreement with the views of State Commission in the 
Impugned Tariff Order. 
i. Hence this issue is decided against the Appellant." 

7.8.13 In view of the above, the Commission at this stage has not allowed expenses 

separately under the ARR and may be considered during the Truing up for FY 

2015-16 after analyzing the actual expenses and case laws in other States. 

7.8.14 The Table below highlights the statutory and other expenses approved by the 

Commission for FY 2016-17: 

Table 7:14: STATUTORY / OTHER REGULATORY EXPENSES APPROVED BY THE COMMISSION FOR 
FY 2016-17 (Rs. Crore) 

Particulars Petition Approved 

Demand Side Management Expenses 0.40 0.40 

CGRF Expenses 0.40 0.40 

Competitive Bidding Expenses 0.19 0.19 

Technical studies as directed by 
Commission 

0.39 0.39 

Service Tax payable due to change in law 1.79 1.79 

Corporate Governance Expenses due to 
change in law 

0.20 0.00 

CSR Expense 2.57 0.00 

Total 5.94 3.17 

 

7.9 CAPITAL EXPENDITURE (CAPEX): 

7.9.1 For FY 2016-17, the Petitioner in the ARR Petition has claimed capital 

investment of Rs. 185.70 Crore and total capitalization (transfer to GFA) of Rs. 

185.20 Crore. The above capital investment and capitalization claimed by the 

Petitioner also includes interest capitalization of Rs. 2.09 Crore. 

 

7.9.2 Petitioner has projected the above capital expenditure for the following major 

heads: 

o Routine Capital Expenditure  

o Schemes for Distribution Systems  

o Process / System Automation  

o Civil Works for Substations  

o IT Projects  

o Tools & Testing Equipment  

o 220 / 33 kV Gharbara Substation GNIDA  
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o Demand Side Management  

o Lands for Substations (including Registration charges, Stamp 

Duty etc.) 

7.9.3 The detailed breakup of the capitalization claimed by the Petitioner for FY 

2016-17 is shown in the Table below: 

Table 7:15: BREAKUP OF CAPITALISATION AS CLAIMED BY THE PETITIONER FOR FY 2016-17 (Rs. 
Crore) 

Sl. No. Nature of Works FY 2016-17 
(Projected) 

A Routine Capital Expenditure 
 

1 New Services & Load Augmentation 13.09 

2 Replacement Stock 1.37 

3 Metering 2.66 

 Sub-Total 17.13 

B Schemes for Distribution Systems 
 

1 33/11kV Substations and Switching stations 34.44 

2 33kV network development 6.25 

3 11kV network development 21.53 

4 LT network development 2.63 

5 Network at  villages 4.21 

6 Network Rennovation 1.70 

 Sub-Total 70.76 

C Process / System Automation 
 

1 
Implementation of SCADA,DMS,OMS and 33/11kV 
substation automation 

9.29 

2 
Implementation of BMS,OMS facility & Automation 
test lab 

3.55 

3 
Upgradation/ Development of Communication 
System Infrastructure 

2.41 

4 
Field Area network automation including 
RMU,DTMS,Feeder and Street Light 

1.34 

5 Smart Grid Initiative 0.54 

6 Implementation of GIS 1.83 

7 Implementation of CCTV based surveillance system 0.55 

 Sub-Total 19.50 

D Civil Works & Office Infrastructure Facility 41.54 

E IT Projects 
 

1 Implementation of Software Applications 2.45 

2 Upgrading of Hardware Infrastructure Capacity 1.60 

3 Upgrading of Networking Infrastructure 1.25 

4 Purchase of Computers, Peripherals & Accessories 1.07 
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Sl. No. Nature of Works FY 2016-17 
(Projected) 

5 Purchase of Software Licences 2.55 

 Sub-Total 8.92 

F Tools & Testing Equipment 0.95 

G Demand Supply Management 0.15 

H Land (Registration charges, Stamp Duty etc.) 19.00 

 Sub-Total (A+B+C+D+E+F+G+H) 177.95 

 Add: Salary Capitalized 6.16 

 Add: Interest Capitalized 2.09 

 Total 186.20 

  

7.9.4 The capital expenditure (excluding interest capitalization) for FY 2016-17 has 

ōŜŜƴ ŎƻƴǎƛŘŜǊŜŘ ŀǎ ǇŜǊ ǘƘŜ tŜǘƛǘƛƻƴŜǊΩǎ ǎǳōƳƛǎǎƛƻƴ ŀŦǘŜǊ deducting the assets 

(Rs. 1.00 Crore) transferred from UPSIDC. The opening capital work in progress 

(CWIP) for FY 2016-17 is Rs. 1.50 Crore. As Greater Noida area has been 

developing at a very fast rate which is resulting in the higher electricity 

requirement and network coverage in the area. Further, as Petitioner has been 

quite able to achieve its capital expenditure levels in the past total 

capitalization i.e. transfers to GFA for FY 2016-17 has also been taken as per 

tŜǘƛǘƛƻƴŜǊΩǎ ǎǳōƳƛǎǎƛƻƴ ŀŦǘŜǊ deducting the assets (Rs. 1.00 Crore) transferred 

from UPSIDC.  

7.9.5 The interest capitalization for FY 2016-17 has been considered as Rs. 2.09 

Crore.  

7.9.6 Debt and Equity has been worked out based on the normative funding of 70:30 

as adopted by the Commission in its previous Orders. The detail of the capital 

expenditure approved by the Commission for FY 2016-17 is given in the table 

below: 

 

Table 7:16: CAPEX DETAILS FOR FY 2016-17 AS APPROVED BY THE COMMISSION (Rs. Crore) 

Particulars Petition Approved 

Total Additions to Assets (excluding interest 
capitalisation) 

183.11 183.11 

Add: Closing CWIP 2.00 2.00 

Less: Opening CWIP 1.50 1.50 

Total Capex (excluding interest capitalisation) 183.61 183.61 

Add: Interest Capitalisation 2.09 2.09 

Total Capex 185.70 185.70 
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Particulars Petition Approved 

Consumer Contribution  14.67 14.67 

Net Capex 171.03 171.03 

Debt @ 70% 119.72 119.72 

Equity @ 30% 51.31 51.31 

 

7.10 INTEREST AND FINANCE CHARGES: 

7.10.1 The Licensee has claimed Interest and Finance Charges which includes following 

heads:  

¶ Interest on Long Term Loans;  

¶ Finance Charges;  

¶ Interest on working capital / short term loans & 

¶ Interest on consumer security deposits 

7.10.2 Each of the above cost elements are discussed separately as under: 

 

7.11 INTEREST ON LONG TERM CHARGES: 

7.11.1 In the ARR Petition, the Petitioner has claimed interest on debt of Rs. 50.18 

Crore after considering loan additions of Rs. 119.72 Crore. The interest on long 

term loans as submitted by the Petitioner is given in Table below:  

Table 7:17: INTEREST ON LONG TERM LOANS - PETITION (Rs. Crore) 

Particulars Opening 
Balance 

Additions 
During the 

Year 

Repayment Closing 
Balance 

Interest 

Bank of Maharashtra (FY 10) 5.34 - 5.34 (0.00) 0.12 

IDBI Bank(FY11) 13.81 - 11.05 2.76 0.89 

GNIDA 0.00 - - 0.00 - 

Normative Loans (FY08) 1.07 - 0.53 0.54 0.08 

ICICI  Bank (FY12) 17.57 - 6.06 11.51 1.69 

Central Bank of India (FY 13) 0.00 - - 0.00 - 

ICICI Bank (FY 13) 18.92 - 2.04 16.88 1.90 

Normative Loans (FY14)/ ICICI 
bank (FY 14) 87.26 - 6.21 81.05 9.40 

SBM (2014-15) 25.83 - 5.00 20.83 2.52 

Normative Loans (FY 2014-15) / 
HDFC Bank   (2014-15) 63.03 - 12.20 50.83 5.97 
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Particulars Opening 
Balance 

Additions 
During the 

Year 

Repayment Closing 
Balance 

Interest 

Normative Loans (FY 2015-16) 39.82 - 3.98 35.83 3.86 

SBM  (2014-15) for Swapping 
Central Bank 17.22 - 3.06 14.17 1.68 

IDBI  Bank (2015-16) for 
Swapping Central Bank 28.81 - 2.80 26.01 2.93 

IDBI  Bank (2015-16) 121.19 - 13.47 107.72 12.20 

Proposed Loan (2016-17) - 119.72 - 119.72 6.96 

Total 439.89 119.72 71.74 487.87 50.18 

/ƻƳƳƛǎǎƛƻƴǎΩ !ƴŀƭȅǎƛǎ  

7.11.2 The Commission while computing the interest on loan for FY 2016-17 has 

considered the opening loan balance equivalent to closing loan balance for FY 

2015-16 after undertaking the Truing up of FY 2014-15 and considering the 

revised capital expenditure submitted by the Petitioner for FY 2015-16.The 

Petitioner should ensure to arrange the funding arrangement for the loan 

additions at the optimum terms. 

7.11.3 Following the same methodology as adopted in previous Order, the 

repayments, rate of interest and interest on existing loans have been approved 

as per actual loan portfolio for FY 2015-16.  

7.11.4 Accordingly, the interest on long term loan is approved at Rs. 50.18 Crore as 

claimed by the petitioner subject to truing-up, as shown in the Table below: 

Table 7:18: INTEREST ON LONG TERM LOANS ς APPROVED (Rs. Crore) 

Particulars 
Opening 
Balance 

Additions 
During the 

Year 
Repayment 

Closing 
Balance 

Interest 

Bank of Maharashtra (FY 10) 5.35 - 5.34 0.01 0.12 

IDBI Bank(FY11) 13.81 - 11.05 2.76 0.89 

GNIDA 0.00 - - 0.00 - 

Normative Loans (FY08) 1.06 - 0.53 0.53 0.08 

ICICI  Bank (FY12) 17.57 - 6.06 11.51 1.69 

Central Bank of India (FY 13) 0.00 - - 0.00 - 

ICICI Bank (FY 13) 18.92 - 2.04 16.88 1.90 

Normative Loans (FY14)/ ICICI 87.26 - 6.21 81.05 9.40 
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Particulars 
Opening 
Balance 

Additions 
During the 

Year 
Repayment 

Closing 
Balance 

Interest 

bank (FY 14) 

SBM (2014-15) 25.83 - 5.00 20.83 2.52 

Normative Loans (FY 2014-15) / 
HDFC Bank   (2014-15) 63.03 - 12.20 50.83 5.97 

Normative Loans (FY 2015-16) 39.82 - 3.98 35.83 3.86 

SBM  (2014-15) for Swapping 
Central Bank 17.22 - 3.06 14.17 1.68 

IDBI  Bank (2015-16) for 
Swapping Central Bank 28.81 - 2.80 26.01 2.93 

IDBI  Bank (2015-16) 121.19 - 13.47 107.72 12.20 

Proposed Loan (2016-17) - 119.72 - 119.72 6.96 

Total 439.89 119.72 71.74 487.87 50.18 

 

7.12 INTEREST ON WORKING CAPITAL: 

7.12.1 The Petitioner submitted that the Distribution Tariff Regulations, 2006 provides 

for normative interest on working capital based on the principles outlined and 

accordingly, it is eligible for interest on working capital worked out on the basis 

of the provision of the regulations. Further, Clause No. 4.8 (2) (b) of the 

Distribution Tariff Regulations, 2006 provides for rate of interest on working 

capital borrowings at bank rate specified by RBI + appropriate margin decided 

by Commission. The Petitioner has considered the weighted average SBI PLR for 

computing the interest on working capital.  

7.12.2 In the Petition for FY 2016-17, the Licensee has considered the security deposit 

passed onto UPPCL amounting to Rs. 11.28 Crore. The total interest on working 

capital claimed by the Petitioner is Rs. 11.74 Crore.  

/ƻƳƳƛǎǎƛƻƴΩǎ !ƴŀƭȅǎƛǎΥ  

7.12.3 The relevant provision of the Regulation 4.8 (2) of the Distribution Tariff 

Regulations, 2006 specify as under: 

άпΦу ¢ǊŜŀǘƳŜƴǘ ƻŦ LƴǘŜǊŜǎǘ /ƻǎǘǎΥ 

2. Interest on working capital 

(a) Working capital shall be worked out to cover 



 Determination of ARR & Tariff of NPCL for FY 2016-17 
and True Up for FY 2014-15 

  

 

Page 132 

(i) Operation and Maintenance expenses, which includes Employee costs, 

R&M expenses and A&G expenses, for one month; 

(ii) One-twelfth of the sum of the book value of stores, materials and 

supplies at the end of each month of such financial year. 

(iii) Receivables equivalent to 60 days average billing of consumers less 

security deposits by the consumers minus amount, if any, held as security 

deposits under clause (b) of sub-section (1) of Section 47 of the Act from 

consumers and Distribution System Users. 

(b) Rate of interest on working capital shall be the Bank Rate as specified 

by Reserve Bank of India for the relevant year plus a margin as decided by 

ǘƘŜ /ƻƳƳƛǎǎƛƻƴΦέ 

7.12.4 The Commission has computed the working capital in accordance with the 

above Regulations. Interest rate for interest on working capital has been 

considered as 14.29% as weighted average rate of SBI PLR for FY 2015-16. 

7.12.5 IƻƴΩōƭŜ !t¢9[ Ƙŀǎ ŀƭǎƻ given its Judgment for considering SBI PLR for 

calculation of interest on working capital which has already been discussed in 

this Order. Thus, in line with the approach followed by the Commission in its 

earlier ¢ŀǊƛŦŦ hǊŘŜǊǎ ŀƴŘ ǘƘŜ WǳŘƎƳŜƴǘ ƻŦ ǘƘŜ IƻƴΩōƭŜ !t¢9[Σ ǘhe Commission 

has worked out the working capital and interest on working for FY 2016-17 as 

shown in the Table below: 

Table 7:19: INTEREST ON WORKING CAPITAL - APPROVED (Rs. Crore) 

Particulars Petition Approved 

One Month's O&M Expenses 7.07 4.58 

One-twelfth of the sum of the book 
value of materials in stores at the end of 
each month of such financial year. 

17.55 17.55 

Receivables equivalent to 60 days 
average billing on consumers 

203.42 209.87 

Gross Total 228.05 232.01 

Total Security Deposits by the 
Consumers reduced by Security Deposits 
under section 47(1)(b) of the Electricity 
Act 2003 

  

Opening Balance 146.40 146.39 

Received during the year 21.50 21.50 

Closing Balance 167.90 167.89 
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Particulars Petition Approved 

Less: Security Deposit with UPPCL 11.28 11.28 

Net Security Deposits by the Consumers 
reduced by Security Deposits under 
section 47(1)(b) of the Electricity Act 
2003 

145.87 145.86 

Net Working Capital 82.19 86.15 

Rate of Interest for Working Capital 14.28% 14.29% 

Interest on Total Working Capital 11.74 12.31 

7.12.6 The major reasons for the difference in Petitioned and the approved amount 

are explained as under:  

 

¶ The O&M expenses are approved for FY 2016-17 at Rs. 51.84 Crore against 

tŜǘƛǘƛƻƴŜǊΩǎ ŎƭŀƛƳ ƻŦ wǎΦ 78.96 Crore.  

¶ The Statutory expenses are approved for FY 2016-17 at Rs. 3.17 Crore 

ŀƎŀƛƴǎǘ tŜǘƛǘƛƻƴŜǊΩǎ ŎƭŀƛƳ ƻŦ wǎΦ5.94 Crore.  

¶ Receivables considered by the Commission, are based on the revenue 

approved by the Commission in this Order, based on the Tariff approved by 

the Commission. 

 

7.13 FINANCE CHARGES: 

7.13.1 Petitioner has estimated the Finance Charge including Processing Charges and 

Credit Rating Charges of Rs. 7.25 Crore for FY 2016-17.  

Table 7:20: FINANCE CHARGES SUBMITTED BY PETITIONER (Rs. Crore) 

Particulars Petition 

Credit Rating Charges 0.20 

Processing Charges 5.90 

Other Finance Charges 1.15 

Total Finance Charges 7.25 

 

7.13.2 The Petitioner in its Petition had proposed the processing charges as Rs. 5.90 

Crore as against Rs. 1.63 Crore approved for FY 2015-16. 

Table 7:21: PROCESSING CHARGES SUBMITTED BY PETITIONER (Rs. Crore) 

Sl. No. Financing Activity Facility 
Amount 

Charges 
Payable 

1 Fund Based WCF Renewal  & CP 240 1.88 
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Sl. No. Financing Activity Facility 
Amount 

Charges 
Payable 

Issue 

2 
Renewal  of LC facility for PPA and 
other purposes 

140 0.58 

3 Sanction of Fresh Term Loans 150 3.44 

 
Total 530 5.90 

 

/ƻƳƳƛǎǎƛƻƴΩǎ !ƴŀƭȅǎƛǎΥ  

7.13.3 The Petitioner has submitted to have got the sanctions of the loans for the 

capital expenditure to be undertaken during FY 2016-17 and has claimed 

processing charges of Rs 3.44 Crore against sanction of Fresh Term Loans for FY 

2016-17. 

7.13.4 In view of the above and in accordance with Regulation 4.8.1 of the Distribution 

Tariff Regulation, 2006, the Commission approves processing charge of Rs. 4.69 

Crore, following the same approach as explained in the True Up section for FY 

2014-15. However, the same shall be subject to true-up based on the Audited 

Accounts of the Petitioner.  

Table 7:22: PROCESSING CHARGES-APPROVED (Rs. Crore) 

Sl. No. Financing Activity Facility 
Amount 

Charges 
Payable 

Approved 

1 
Fund Based WCF Renewal  & CP 
Issue 

240 1.88 0.67 

2 Renewal  of LC facility for PPA and 
other purposes 

140 0.58 0.58 

3 Sanction of Fresh Term Loans 150 3.44 3.44 

  Total 530 5.90 4.69 

  

7.13.5 Finance charges also includes the credit rating charges and other finance 

charges of Rs. 0.20 Crore and 1.15 Crore respectively. The summary of the 

finance charges as claimed by the Petitioner and that approved by the 

Commission is shown in the Table below: 

Table 7:23: FINANCE CHARGES ς APPROVED (Rs. Crore) 

Particulars Petition Approved 

Credit Rating Charges 0.20 0.20 

Processing Charges 5.90 4.64 
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Particulars Petition Approved 

Other Finance Charges 1.15 1.15 

Total Finance Charges 7.25 5.99 

 

7.14 INTEREST ON SECURITY DEPOSIT: 

7.14.1 Regulation 4.8.3 of the Distribution Tariff Regulations, 2006 provides for 

Interest on Security Deposit amount at bank rate or more, as may be specified 

by the Commission.  

7.14.2 The Petitioner in its Petition has claimed interest on security deposit of Rs. 

12.18 Crore which has been computed at the rate of 7.75%.  

/ƻƳƳƛǎǎƛƻƴΩǎ !ƴŀƭȅǎƛǎΥ   

7.14.3 The Commission in accordance with Regulation 4.8.3 of the Distribution Tariff 

Regulations, 2006 has computed the interest on security deposits at the 

prevailing Bank Rate of 7.75% as on April 1, 2016. The interest on Security 

Deposit as claimed by the Petitioner and that approved by the Commission is 

shown in the Table below: 

Table 7:24: INTEREST ON SECURITY DEPOSIT - APPROVED (Rs. Crore) 
Particulars Petition Approved 

Opening Balance of Security Deposit 146.40 146.39 

Addition During the year 21.50 21.50 

Closing Balance for Security Deposit 167.90 167.89 

Average Balance for Security Deposit 157.15 157.14 

Rate of Interest 7.75% 7.75% 

Interest payable on Security Deposit 12.18 12.18 

 

7.14.4 The Petitioner is required to pay interest on consumer security deposit at the 

rate of 7.75% per annum on the consumer security deposits.  

 

7.15 INTEREST CAPITALISATION: 

7.15.1 The Interest capitalization claimed by the Petitioner for FY 2016-17 is Rs. 2.09 

Crore.  
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7.15.2 The Interest capitalization for FY 2016-17 has been computed by the 

Commission on the basis of normative interest approved on normative loan 

addition in FY 2016-17 which is Rs. 6.96 Crore. It may be noted that the same 

methodology was adopted by the Commission in the previous Tariff Orders 

which was later upheld by the ATE in Appeal No. 4 of 2011 dated  December 15, 

2011. Accordingly, the interest capitalization approved by the Commission for 

FY 2016-17 works out to Rs. 2.09 Crore. 

 

7.16 SUMMARY OF INTEREST & FINANCE CHARGES: 

7.16.1 The Summary of Interest and Finance Charges approved by the Commission for 

FY 2016-17 are given in the Table below:  

 

Table 7:25: SUMMARY OF INTEREST & FINANCE CHARGES APPROVED BY THE COMMISSION (Rs. 
Crore) 

Particulars Petition Approved 

Interest on Long term loans 50.18 50.18 

Interest on short term loans/working 
capital 

11.74 12.31 

Finance charges 7.25 6.04 

Interest on security deposit 12.18 12.18 

Total Interest & Finance charges 81.35 80.71 

Less: Interest capitalization 2.09 2.09 

Net Interest & Finance charges 79.26 78.62 

 

7.17 EFFICIENCY GAINS DUE TO SWAPPING OF LOANS 

7.17.1 The Petitioner submitted that to minimize the cost of borrowing, it has 

renegotiated its existing term loan facilities with Central Bank of India having 

outstanding balance of Rs. 51.67 Crore by utilizing the Term Loans facilities 

sanctioned by State Bank of Mysore and IDBI Bank Limited bearing lower cost. 

Such, swapping of loans resulted in accrual of saving in interest cost of Rs. 1.14 

Crore in current and ensuing years to be shared with its consumers in 

accordance with Clause 4.8 and 4.11 of Distribution Tariff Regulations., 2006. 

The Petitioner has worked out the savings in the interest cost for FY 2016-17 

amounting to Rs. 0.47 Crore. In accordance with Regulations 4.8 and 4.11 of 

Distribution Tariff Regulations, 2006 the Commission has provisionally 

considered the efficiency gain of Rs. 0.47 Crore for FY 2016-17 due to loan 
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swapping as claimed by the Petitioner which shall be subject to True-up as per 

the Audited Accounts of the Petitioner. 

 

7.18 CAPITALISATION OF ASSETS & COMPUTATION OF EQUITY: 

7.18.1 The Petitioner has submitted return on equity computations based on the debt 

equity ratio of 70:30 as provided in Regulation 4.7 of Distribution Tariff 

Regulations, 2006.  

/ƻƳƳƛǎǎƛƻƴΩǎ !ƴŀƭȅǎƛǎΥ  

7.18.2 As per Clause 1 of Regulation 4.10 of the Distribution Tariff Regulations, 2006, 

return on equity shall be allowed at 16% on the equity base determined in 

accordance with Regulation 4.7. 

7.18.3 The Capitalisation of Assets or Capital Formation takes place from Opening 

Work-in-Progress (WIP) and investments/ capex undertaken during the year. 

The computation of equity approved by the Commission for FY 2016-17 is given 

in the Table below:  

Table 7:26: CAPITALISATION OF ASSETS & COMPUTATION OF EQUITY ς APPROVED (Rs. Crore) 

Particulars Petition Approved 

Opening CWIP 1.50 1.50 

Capital Investment 185.70 185.70 

Total capitalization=Transfer to GFA 185.20 185.20 

Capitalisation of Capex approved during the year in the 
year 183.70 183.70 

Consumer contribution 14.67 14.67 

Remaining investment 171.03 171.03 

Debt 119.72 119.72 

Equity 51.31 51.31 

Portion of Inv. Assumed to be capitalised through CC 14.51 14.51 

Portion of remaining investment to be capitalized 169.19 169.19 

Debt 118.43 118.43 

Equity 50.76 50.76 

Portion of Opening CWIP 0.42 0.42 

Total Equity for RoE 51.18 51.18 

 
 

7.19 GROSS FIXED ASSETS (GFA) & WORK-IN-PROGRESS: 
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7.19.1 The capitalization and transfer to GFA is approved as projected by the 

Petitioner; however the interest capitalised is considered as computed by the 

Commission in the previous Section. Accordingly, the approved GFA is shown in 

the Table below:  

 
Table 7:27: GROSS FIXED ASSETS - APPROVED (Rs. Crore) 

Particulars Petition Approved 

Opening Balance 1162.83 1162.85 

Addition during the Year 185.20 185.20 

Retirement during the Year 5.85 5.85 

Closing Balance 1342.18 1342.20 

 

7.20 DEPRECIATION: 

7.20.1 The Petitioner in its Petition has claimed net depreciation of Rs. 71.74 Crore for 

FY 2016-17 after deducting the depreciation on Consumer Contribution.  

7.20.2 The Commission in Distribution Tariff Regulation, 2006 has specified the 

depreciation rates for the purposes of computation of depreciation for different 

category of assets. 

7.20.3 The Commission in its Tariff Order dated September 1, 2008 under para 4.16.3 

had allowed Licensee to charge higher depreciation on IT assets at the rate of 

30% instead of 12.77%.  

7.20.4 Accordingly, the depreciation expenses approved by Commission for FY 2016-

17 are provided in the Table below: 

Table 7:28: DEPRECIATION - APPROVED (Rs. Crore) 

Particulars Petition Approved 

Depreciation 81.38 81.38 

Less: Depreciation on Consumer 
Contribution 

9.64 9.64 

Net Depreciation 71.74 71.74 

Average Normative GFA 1252.51 1252.52 

Weighted average depreciation rate 6.50% 6.50% 

 

 

7.21 INCOME TAX: 
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7.21.1 The Petitioner submitted that based on the existing provisions of the Income 

Tax Act, 1961, the Income Tax liability of the Company for FY 2016-17 shall be 

at the Corporate Tax Rates and likely accrual of tax demand has been estimated 

at Rs. 45 Crore. 

7.21.2 The Petitioner has submitted that it has been paying taxes as per Minimum 

Alternate Tax (MAT) due to accumulated losses arising from the claims made in 

income tax return in respect of excessive billing done by UPPCL which is under 

ŘƛǎǇǳǘŜ ŀƴŘ ǇŜƴŘƛƴƎ ōŜŦƻǊŜ ǘƘŜ IƻƴΩōƭŜ {ǳǇǊŜme Court. All these accumulated 

losses has been consumed in FY 2014-15, therefore, for FY 2015-16 and FY 

2016-17, the Company would be liable to pay Income Tax as per normal tax 

provisions. Further, based on the current status of various matters in various 

assessment orders and the demand raised by the Income Tax Department, the 

tax liability for FY 2016-17 has been estimated at Rs. 45 Crore being the 

aggregate of tax at Normal Rates on Return on Equity for FY 2016-17 and the 

likely demand under various income tax matters which may arise during FY 

2016-17. 

7.21.3 The Petitioner submitted that due to protracted litigation on power purchase 

price, as a measure of abundant precaution it has been claiming power 

purchase price as billed by PVVNL / UPPCL in its Income Tax Returns. 

Consequent to the favorable ŘŜŎƛǎƛƻƴ ƻŦ ǘƘŜ IƻƴΩōƭŜ !ƭƭŀƘŀōŀŘ IƛƎƘ /ƻǳǊǘΣ 

Lucknow bench, it was liable to pay income tax at normal corporate tax rate. 

IƻǿŜǾŜǊΣ ǎƛƴŎŜ ¦tt/[Σ Ƙŀǎ ŦƛƭŜŘ {[t ƛƴ ǘƘŜ IƻƴΩōƭŜ {ǳǇǊŜƳŜ /ƻǳǊǘ ŀƎŀƛƴǎǘ ǘƘŜ 

aforesaid Judgment, it has continued to pay income tax at Minimum Alternate 

Tax (MAT) rate, which is lower than the normal corporate tax rate. The 

Petitioner submitted that in the event of favorable ŘŜŎƛǎƛƻƴ ōȅ ǘƘŜ IƻƴΩōƭŜ 

Supreme Court, it would be required to pay income tax at normal corporate 

rates from retrospective dates along with interest. In such event, it will also be 

required to pay taxes on past power purchase differentials which amounts to 

Rs. 46.05 Crore (approx.) till FY 2013-14. Further, there will also be a demand 

with respect to interest on the same, which is calculated in accordance with the 

provisions of the Income Tax Act, 1961 and amounts to Rs. 34.96 Crore as on 

March 31, 2016.   
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7.21.4 Therefore, the Petitioner has submitted to have not claimed the tax liability of 

Rs. 81.01 Crore in ARR for FY 2016-17 and will claim in the year in which the 

assessment is finalized. The Petitioner further submitted that the above should 

not prejudice the rights of the Company to claim the same in future on actual 

payment basis. 

7.21.5 Considering the above, the Petitioner requested the Commission to approve 

the income tax liability for FY 2016-17 at Rs. 45.00 Crore subject to the true up 

in future on actual payment. 

/ƻƳƳƛǎǎƛƻƴΩǎ !ƴŀƭȅǎƛǎ 

7.21.6 It has been observed that the Income Tax of Rs. 45.00 as claimed by the 

Petitioner for FY 2016-17 is considerably higher than the Income Tax approved 

by the Commission for FY 2015-16 in its Tariff Order dated June 18, 2015 which 

was only Rs. 15.90 Crore.  

7.21.7 As detailed above, such higher Income Tax has been claimed considering that 

the Petitioner from FY 2016-17 onwards would have to pay the Income Tax at 

the corporate tax rate instead of the MAT rate. The Commission is of the view 

that the only income which the Petitioner earns from the regulated Distribution 

Business is RoE apart from other efficiency gains which are very less. 

7.21.8 Therefore the Commission has computed the Income Tax liability for the 

Petitioner at the corporate tax rate of 34.61% at the approved RoE. The 

Commission has provisionally considered the Income tax liability for FY 2016-

17. Thus, as against the Income Tax of Rs. 45.00 Crore by the Petitioner the 

Commission has provisionally approved Income Tax of Rs. 18.57 Crore for FY 

2016-17 i.e. 34.61% of approved RoE for FY 2016-17.   

 
7.22 CONTINGENCY RESERVE 

7.22.1 The Petitioner submitted that as per Regulation 4.14 of the Distribution Tariff 

Regulations, 2006 it is required to create Contingency Reserve up to 0.50% of 

the opening Gross Fixed Assets. Petitioner submitted that the Commission vide 

its Tariff Order dated October 1, 2014 and June 18, 2015 has not allowed the 

provision of contingency reserve to reduce extra burden on the consumers.  

7.22.2 The Petitioner has claimed Rs. 6.51 Crore towards Contingency Reserve for ARR 

for FY 2016-17 as per the table below. 
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Table 7:29: CONTRIBUTION TO CONTINGENCY RESERVE FOR FY 2016-17 AS SUBMITTED 
BY PETITIONER (Rs. Crore) 

Particulars Petition 

Opening Gross Fixed Assets  1,301.66 

Contribution to Contingency Reserves  6.51 

% of Opening GFA 0.50% 

However, the Petitioner submitted that contingency reserve is being created to 

meet the eventualities in the nature of major calamities, act of God etc. and 

thereby, causing huge loss to the network. In any case, the amount so 

allocated, can be used with prior permission of the Commission only. Thus, as a 

matter of prudent practice, the Petitioner requested the Commission to 

reconsider allowance of the provision of contingency reserve. 

/ƻƳƳƛǎǎƛƻƴΩǎ !ƴŀƭȅǎƛǎ 

7.22.3 In line ǿƛǘƘ ǘƘŜ /ƻƳƳƛǎǎƛƻƴΩǎ ŜŀǊƭƛŜǊ ǾƛŜǿ ǘƘŀǘ ǘƘŜ Contribution to Contingency 

Reserves would put additional burden on the consumers, the Commission has 

not approved any fund the contingency reserve for FY 2016-17. 

 

7.23 PROVISION FOR BAD & DOUBTFUL DEBTS: 

7.23.1 The expenses claimed by Petitioner on account of bad and doubtful debts for FY 

2016-17areRs. 18.52 Crore. The Petitioner has submitted that the Commission, 

vide its Tariff Order dated October 1, 2014 and June 18, 2015, had directed it to 

convert all unmetered consumers into metered consumers latest by December 

31, 2015. Accordingly, it has started rigorous drives and expects to convert 

almost all unmetered consumers into metered consumers during FY 2016-17 if 

not FY 2015-16. Further, the Commission has also directed to conduct survey 

and increase its consumer base to curb illegal / unauthorized use of electricity. 

Accordingly, through various initiatives the Petitioner expects significant 

increase in metered consumers in rural areas as compared to earlier years. As 

rural consumers are the worst payers and despite regular drives and various 

modes / facilities of collection, there is a need for higher provisions / write-offs 

in the form of Bad Debts. 

7.23.2 The Petitioner submitted that any recovery around 97% - 98% of the sales 

should undoubtedly be considered as efficient collection and, therefore, the 

balance 2% to 3% may be provided as bad and doubtful debts. However, the 

Petitioner in its Petition has claimed the above amount at 1.50% of the 

estimated revenue from Sale of power. 
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/ƻƳƳƛǎǎƛƻƴΩǎ !ƴŀƭȅǎƛǎΥ  

7.23.3 The Commission has approved bad-debts for FY 2016-17 at 1.50% of estimated 

revenue billed during the year. Regulation 4.4 of the Distribution Tariff 

Regulations, 2006 provides for bad-debts with ceiling limit up to 2% of revenue 

receivables and that the same are written off actually with transparent policy 

approved by Commission.  The Petitioner has claimed a provisioning of 1.50% 

for FY 2016-17 as Rs. 18.52 Crore on the basis of projected revenue billed 

during the year and the projected receivable from the consumers.  

7.23.4 The Commission approves the provisioning at 1.50% as Rs 17.97 Crore for FY 

2016-17 on the basis of approved Receivable from Customers at the beginning 

of the year, approved Revenue billed &Collection for the year. Any variations 

would be considered at the time of true-up for FY 2016-17. Accordingly the 

provision for bad debts as considered by the Commission for FY 2016-17 is 

shown in the Table below: 

Table 7:30: BAD & DOUBTFUL DEBTS FOR FY 2016-17 (Rs. Crore) 

Particulars Petition Approved 

Receivable from Customers as at the 
beginning of the year 

184.00 184.00 

Revenue billed for the year 1237.49 1200.69 

Collection for the year 1199.55 1163.87 

Gross receivable from customer as at 
the end of the year 

203.42 202.69 

% of Provision 1.50% 1.50% 

Provision for Bad & Doubtful debts 18.52 17.97 

 

7.24 RETURN ON EQUITY: 

7.24.1 The Petitioner submitted that it is entitled to earn Return on Equity as per 

Regulation 4.10 of the Distribution Tariff Regulations, 2006.  

7.24.2 The Petitioner based on its computations of equity after making adjustment for 

interest capitalization has claimed return of Rs. 53.64 Crore.  

/ƻƳƳƛǎǎƛƻƴΩǎ !ƴŀƭȅǎƛǎΥ  

7.24.3 The return on equity has been computed by Commission in accordance with 

Regulation 4.10 of Distribution Tariff Regulations, 2006 at 16% of the average 

regulatory equity base during the year. The return on equity as approved by the 

Commission for FY 2016-17 is shown in the Table below: 
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Table 7:31: ROE APPROVED BY THE COMMISSION FOR FY 2016-17 (Rs. Crore) 

Return on Equity Computation Petition Approved 

Regulatory Equity Base  at the beginning 
of the year 309.69 309.74 

Assets Capitalised during the year 183.11 185.20 

Equity portion of Assets Capitalised  
during the year 51.18 51.18 

Regulatory Equity Base at the end of the 
year 360.87 360.92 

Computation of Return on Equity  
  

Return on Opening Regulatory Equity 
Base @ 16% 49.55 49.56 

Return on Addition to Equity Base during 
the year @ 16% 4.09 4.09 

Total Return on Equity 53.64 53.65 

 

7.25 NON TARIFF INCOME: 

7.25.1 The Non-Tariff Income includes delayed payment surcharge, miscellaneous 

charges, income from investments, interest on fixed deposits and income from 

consultancy business. The non-tariff income claimed by the Petitioner in its 

Petition is Rs. 2.98 Crore which is net of Rs. 3.77 Crore towards Cost of 

Borrowing for DPS. 

7.25.2 As per the approach followed by the Commission in its previous Orders and to 

appropriately compensate for the cost incurred for financing the deferred 

payment beyond the normative period, the Commission in this Order has 

reduced the amount of non-tariff income by the financing costs of DPS. 

7.25.3 The financing cost of delayed payment surcharge has been computed by the 

Commission based on the projected DPS for the year. The DPS has been 

provisionally grossed up at 18% per annum. Further, the financing cost is 

arrived at on the grossed-up amount and interest rate as considered for 

working capital has been applied. The computation of the financing cost for DPS 

is provided in the Table below:  

Table 7:32: COST OF BORROWING FOR DPS 

Particulars Petition Approved 

Delayed Payment Surcharge (Rs. Crore) 4.75 4.75 

DPS grossed up at 1.50% per month or 
18% per annum 

18% 18% 

Amount (Rs. Crore) 26.39 26.39 
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Financing cost 14.28% 14.29% 

Cost of Borrowing (Rs. Crore) 3.77 3.77 

 

7.25.4 The Commission approves the non-ǘŀǊƛŦŦ ƛƴŎƻƳŜ ŀǎ ǇŜǊ tŜǘƛǘƛƻƴŜǊΩǎ ǎǳōƳƛǎǎƛƻƴ 

and the financing cost for DPS as computed above. Accordingly, the non-tariff 

income net of cost for DPS amounting to Rs. 2.98 Crore has been approved in 

the ARR for FY 2016-17. Any variations would be taken at the time of Truing-up. 

 

7.26 REVENUE FROM SALE OF POWER AT EXISTING TARIFF: 

7.26.1 For FY 2016-17, the Petitioner has computed the revenue from sale of power at 

existing tariff and regulatory surcharge as approved by the Commission vide 

Tariff Order dated June 18, 2015 at Rs. 1164.59 Crore (including regulatory 

surcharge of Rs. 86.27 Crore). The Petitioner has also submitted the detailed 

computation of the Revenue estimated by the Petitioner at the exiting Tariff. 

7.26.2 The Commission has found the approach adopted by the Petitioner for 

calculating the revenue from sale of electricity at existing tariff to be fair and 

equitable. The Commission has computed the estimated at existing Tariff based 

on the approved billing determinants for FY 2016-17. Accordingly, the 

Commission has approved the revenue from sale of power at existing Tariff as 

provided in the Table below: 

Table 7:33: REVENUE AT EXISTING TARIFF RECOMPUTED BY THE COMMISSION FOR FY 2016-17 

Particulars Sales Revenue Average 
Realisation 

(MU)  (Rs. Crs) (Rs/kWh) 

LMV-1: Domestic Light, Fan & Power 288.64 159.70 5.53 

LMV-2: Non Domestic Light, Fan & Power 29.62 24.62 8.31 

LMV-3: Public Lamps  39.47 24.82 6.29 

LMV-4: Institutions  17.12 13.89 8.11 

LMV-5: Private Tube Wells 21.03 5.18 2.46 

LMV 6: Small and Medium Power  65.32 56.82 8.70 

LMV-7: Public Water Works 18.34 13.91 7.58 

LMV-8: STW and Pumped Canals  0.31 0.22 6.98 

LMV-9: Temporary Supply 50.58 39.32 7.77 
HV-1: Non Industrial Bulk Power 126.11 99.97 7.93 

HV-2: Large and Heavy Power  889.04 639.98 7.20 

Subtotal 1,545.58 1,078.43 6.98 

Regulatory Surcharge  
 

86.27 0.56 

Total Sales 1,545.58 1,164.70 7.54 
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7.27 REVENUE FROM SALE OF POWER AT APPROVED TARIFFS: 

7.27.1 The Commission in this Tariff Order for FY 2016-17 has approved the retail 

Tariffs for different category of consumers of the NPCL, effective within 7 days 

from the date of publication. The detailed Rate Schedule is enclosed as 

ANNEXURE 14.3 to this Order. 

7.27.2 The Commission in this Section has computed the revenue at approved tariffs 

for FY 2016-17. Based on these approved tariffs and the period of applicability, 

the approved revenue for FY 2016-17 for NPCL is as shown in the Table below: 

 

Table 7:34: REVENUE APPROVED BY THE COMMISSION FOR FY 2016-17 

Particulars Sales Revenue Average 
Realisation 

(MU)  (Rs. Crs) (Rs/kWh) 

LMV-1: Domestic Light, Fan & Power 288.64 170.22 5.90 

LMV-2: Non Domestic Light, Fan & Power 29.62 28.11 9.49 

LMV-3: Public Lamps  39.47 25.19 6.38 

LMV-4: Institutions  17.12 15.54 9.08 

LMV-5: Private Tube Wells 21.03 5.35 2.54 

LMV 6: Small and Medium Power  65.32 61.04 9.35 

LMV-7: Public Water Works 18.34 15.93 8.68 

LMV-8: STW and Pumped Canals  0.31 0.22 7.18 

LMV-9: Temporary Supply 50.58 39.94 7.90 

HV-1: Non Industrial Bulk Power 126.11 113.41 8.99 

HV-2: Large and Heavy Power  889.04 653.45 7.35 

Subtotal 1,545.58 1,128.41 7.30 

Regulatory Surcharge   90.27 0.58 

Total Sales 1,545.58 1,218.68 7.88 

7.27.3 The Licensee should ensure that they must at least achieve and maintain the 

category wise ABR approved, failing which the Commission may take an 

appropriate view and necessary action. 

 

7.28 REVENUE GAP OF FY 2014-15 and FY 2015-16: 

7.28.1 As detailed earlier in this Order the Commission has undertaken the Truing-up 

of ARR for FY 2014-15 and has not revised the ARR for FY 2015-16. In view of 

the above, the revenue gap of FY 2014-15 as approved in this Order and 

revenue gap of FY 2015-16 as approved by the Commission in its Order dated 

June 18, 2015 has been considered in the ARR of FY 2015-16. Accordingly, the 
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consolidated revenue gap for FY 2014-15 and FY 2015-16 works out to Rs 

594.43 Crore. 

 

7.29 CARRYING COST: 

7.29.1 The Petitioner has submitted that regulatory assets should be used sparingly 

and in case regulatory assets are being created, the financing costs / carrying 

costs on such regulatory assets needs to be necessarily and mandatorily be 

allowed to the Company. 

7.29.2  In Tariff Policy, 2006 provides that in such case the State Commissions should 

ensure appropriate return on equity in order to enable the utilities to borrow in 

future also. 

7.29.3 The Commission, as of now, has approved the rate of interest for computation 

of carrying cost at 15.26%.The Commission has also allowed the recovery of 

past revenue gaps through Regulatory Surcharge and the Licensee will be able 

to recover certain portion of past revenue gap through the Regulatory 

Surcharge   over the entire year. As the Licensee will be able to recover certain 

portion of past revenue gap throughout the year and for the reasons 

mentioned while allowing the carrying cost for truing up, the Commission has 

considered the monthly compounding on the carrying cost. The carrying cost on 

regulatory assets for FY 2016-17 is given below: 

Table 7:35: CARRYING COST AS APPROVED BY THE COMMISSION FOR FY 2016-17 

Particulars Formula Amount  
(Rs. Crore) 

Revenue Gap / (Surplus) (For FY 2016-17) A (171.03) 

Revenue Gap (For previous year) B 594.43 

Interest Rate as per regulations D 15.26% 

Carrying Cost on Revenue Gap for FY 2016-17 E = D x (A/2) (13.05) 

Carrying Cost on Revenue Gap for previous years F = D x B 90.71 

Total Carrying cost H = E + F 77.66 

 

7.30 SUMMARY OF ARR FOR FY 2016-17: 

7.30.1 Based on the above cost approvals, the summary of the ARR approved for FY 

2016-17 is provided in the Table below: 

Table 7:36: SUMMARY FOR FY 2016-17 (Rs. Crore) 
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Sr. No. Particulars Petition Approved 

1 Power Purchase Expenses 725.83 654.41 

2 Transmission Charges (UPPTCL+PGCIL) 90.00 81.61 

3 Net O&M Expenses 78.96 51.84 

4 Statutory & Other Regulatory Expenses 5.94 3.17 

5 Interest charges 81.35 80.71 

6 Depreciation 71.74 71.74 

7 Contingency Reserve 6.51 - 

8 Taxes (Income Tax and FBT) 45.00 18.57 

9 Gross Expenditure 1,105.33 962.06 

10 Interest capitalized 2.09 2.09 

11 Net Expenditure 1,103.24 959.97 

12 Provision for Bad & Doubtful debts 18.52 17.97 

13 Miscellaneous Expenses 0.59 0.59 

14 Total net expenditure with provisions 1,122.34 978.52 

15 Add: Reasonable Return / Return on Equity 53.64 53.65 

16 Less: Non Tariff Income 2.98 2.98 

17 Add: Efficiency Gains 0.47 0.47 

18 Annual Revenue Requirement (ARR) 1,173.47 1,029.66 

19 Revenue from Existing Tariff 1,164.59 1,164.70 

20 Revenue Gap/(Surplus) 8.88 (135.04) 

21 Revenue Gap/ Surplus from Prev. Year 621.11 594.43 

22 Carrying cost 95.43 77.66 

23 Net Revenue Gap 725.41 537.05 

24 Total Revenue at Approved Tariff - 1,200.69 

25 Additional Revenue from Revised Tariff 205.82 35.99 

26 Revenue Gap carrying forward 519.59 501.06 

7.30.2 From the above, the Revenue surplus for FY 2016-17 is Rs. 135.04 Crore at 

existing tariff. The total Revenue Gap at approved tariff for FY 2016-17 after 

considering the revenue gap of Rs. 594.43 Crore from previous years, approved 

revenue of Rs. 1200.69 Crore for FY 2016-17 and carrying cost of Rs. 77.66 

Crore is Rs. 501.06 Crore.  

7.30.3 Further, the revenue gap carried forward for FY 2016-17 is approved 

provisionally and shall be subject to final true-up. 
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8. OPEN ACCESS CHARGES  

 

8.1 BACKGROUND:  
 

8.1.1 The Commission has notified the Uttar Pradesh Electricity Regulatory 

Commission (Terms and Conditions for Open Access) Regulations, 2004 (in 

ǎƘƻǊǘ Ψ¦t9w/ hǇŜƴ !ŎŎŜǎǎ wŜƎǳƭŀǘƛƻƴǎΩύ ǾƛŘŜ ƴƻǘƛŦƛŎŀǘƛƻƴ ƴƻΦ 

UPERC/Secy./Regulations/05-249 dated June 7, 2005 to operationalise long-

term and short-term open access in the State. The Regulations also provides 

that effective from April 1, 2008 any consumer with demand of above 1 MW 

can avail open access on transmission and distribution systems. 

 

8.1.2 Subsequently, the Commission has also finalized the necessary regulatory 

framework as below: 

¶ UPERC (Terms and Conditions for Open Access) (First Amendment) 

Regulations, 2009 that includes among others, the detailed procedure(s) 

for Long-Term Open Access and Short-Term Open Access for use of 

distribution system, with or without transmission system; 

¶ Model Bulk Power Wheeling Agreement (BPWA) for availing wheeling 

services from Distribution Licensee(s);  

¶ Procedures for Scheduling, Dispatch, Energy Accounting, UI Accounting and 

Settlement System of electricity transmitted through the State grid for the 

electricity drawn by Distribution Licensee(s) from outside and / or within 

the State. 

8.1.3 Further, the Commission has also advised the SLDC to develop the procedure 

for energy accounting of electricity drawn from the grid by an open access 

customer who is connected with the distribution system or electricity injected 

into the grid by a generating station embedded in the distribution system.  

8.1.4 In the absence of procedures and guidelines from State Transmission Utility (in 

ǎƘƻǊǘ Ψ{¢¦Ωύ ŀƴŘ {ǘŀǘŜ [ƻŀŘ 5ƛǎǇŀǘŎƘ /ŜƴǘǊŜ όƛƴ ǎƘƻǊǘ Ψ{[5/ΩύΣ ǘƘŜ /ƻƳƳƛǎǎƛƻƴΣ 

on its own motion, has made detailed procedures for long term and short term 

open access which covers all aspects, which the Regulations direct by way of an 

ŀƳŜƴŘƳŜƴǘΦ ¢ƘŜ ά¦ǘǘŀǊ tǊŀŘŜǎƘ 9ƭŜŎǘǊƛŎƛǘȅ wŜƎǳƭŀǘƻǊȅ /ƻƳƳƛǎǎƛƻƴ ό¢ŜǊƳǎ ŀƴŘ 

Conditions for Open Access) (First Amendment) Regulations, 2009 dated 

муΦсΦлфέΣ ǎƘŀƭƭ ŎƻƳŜ ƛƴǘƻ ŦƻǊŎŜ ŦǊƻƳ ǘƘŜ ŘŀǘŜ ƛǘ ǿŀǎ ƴƻǘƛŦƛŜŘ ƛƴ ǘƘŜ DŀȊŜǘǘŜΦ 
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8.1.5 The said amendment, which includes procedures for Long-Term Open Access 

and Short-Term Open Access mainly, focuses on:  

¶ Operationalisation of long-term and short-term use of intra-State 

transmission and distribution system by generating companies including 

captive plants /renewable energy plants, distribution / trading Licensees 

and open access customers with sustained development of transmission 

ŀƴŘ ŘƛǎǘǊƛōǳǘƛƻƴ ǎȅǎǘŜƳǎ ƛƴ ΨǇǊƻǇŜǊ ŀƴŘ ŎƻƻǊŘƛƴŀǘŜŘΩ ƳŀƴƴŜǊ ŦƻǊ 

conveyance of electricity.  

¶ Operationalisation of time-block wise accounting of the quantity of 

electricity transmitted through State grid and stating the responsibilities of 

STU for weekly metering and of SLDC for scheduling, dispatch and energy 

accounting including UI accounting.  

¶ Requirement of Bulk Power Transmission Agreement for use of 

transmission network and Bulk Power Wheeling Agreement for use of 

distribution network for long-term open access transactions.  

8.1.6 The Electricity Act, 2003 has defined the Open Access as non discriminatory 

provisions for use of transmission lines or distribution system or associated 

facilities. Having regards to operation constraints and other relevant factors, 

the Commission directs that the Open Access shall be allowed by the 

Distribution Licensees as per the provisions outlined by the Commission in its 

Regulations, Orders and any amendments from time to time. 

8.1.7 The Commission has finalized the model Bulk Power Transmission Agreement 

(BPTA) and Supplementary BPTA for availing transmission services of UPPTCL.  

8.1.8 The Commission has also finalized the model Bulk Power Wheeling Agreement 

(BPWA) which is to be signed between a Distribution Licensee and the long 

term customer to agree therein, inter alia, to make payment of wheeling 

charge, surcharge and additional surcharge, if any, for use of the distribution 

system. 

 

8.2 OPEN ACCESS CHARGES:  

8.2.1 The Commission in the Tariff Order for UPPTCL has determined the 

Transmission Charges payable by Open Access users for use of UPPTCL 

transmission network for transmission of electricity. Similarly, the Commission 

has also determined the wheeling charges payable by the Open Access users for 
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utilising the distribution network of the Distribution Licensees for wheeling of 

electricity. 

 

8.3 WHEELING CHARGES:  

8.3.1 Clause 2.1 (2) and (3) of the Distribution Tariff Regulations, 2006 specify that 

the ARR / Tariff filing by the Distribution Licensee shall separately indicate 

Aggregate Revenue Requirement (ARR) for Wheeling function and Retail Supply 

function embedded in the distribution function and that till such time complete 

segregation of accounts between Wheeling and Retail Supply function takes 

place, ARR proposals for Wheeling and Retail Supply function shall be 

submitted on the basis of an allocation statement to be prepared by the 

Distribution Licensee based on their best of judgment. 

8.3.2 As per Distribution Tariff Regulations, 2006 the Annual Expenditure of the 

Distribution Licensee shall comprise of the following components: 

 

8.3.3 The above given Expenditures have to be proportionately allocated towards 

both Wheeling & Retail Supply Business. The allocation % of the ARR into 

Wheeling and Retails Supply is provided by the Petitioner.  

8.3.4 The Commission for the purpose of this Tariff Order has adopted the basis of 

allocation of the expenses provided by the Licensee and has accordingly 

approved the ARR into Wheeling and Retail Supply for FY 2016-17 as given in 

the Table below: 

Table 8:1: WHEELING & RETAIL SUPPLY ARR - APPROVED (Rs. Crore) 

Sr. 
No. 

Item Allocation %  
(FY 2016-17) 

Allocation FY 2016-17 

ωPower Purchase Cost Only  

ωTransmission Charge                 

ωSLDC Charges  

For Retail Supply Business 

ωOperation & Maintenance Expense  

ωDepreciation  

ωInterest & Financing Costs 

ωBad and Doubtful Debts 

ωReturn on Equity 

ωTaxes on Income  

ωOther expense  

ωContribution to Contingency Reserve 

As per proportionate allocation towards Wheeling and Retail Supply Business 
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Wheeling  Retail 
Supply 

Total 
Approved 

ARR 

Wheeling 
ARR 

Retailing 
Supply 
ARR 

1 Power Purchase Expenses 0.00% 100.00% 654.41 - 654.41 

2 Transmission Charges 0.00% 100.00% 81.61 - 81.61 

3 O&M Expenses 74.00% 26.00% 51.84 38.36 13.48 

4 
Statutory & Other 
Regulatory Expenses 

69.00% 31.00% 3.17 2.19 0.98 

5 Interest Charges 100.00% 0.00% 78.62 78.62 - 

6 Depreciation 95.00% 5.00% 71.74 68.16 3.59 

7 Taxes (Income Tax & FBT) 94.00% 6.00% 18.57 17.45 1.11 

8 Gross Expenditure 
  

959.97 204.79 755.18 

Add: Special Appropriation 
  

- 
  

9 
Add: Provision for Bad & 
Doubtful Debts 

0.00% 100.00% 17.97 - 17.97 

10 Add: Miscellaneous Exp 100.00% 0.00% 0.59 0.59 - 

11 
Total Net Expenditure with 
Provisions   

978.52 205.37 773.15 

12 
Add: Reasonable Return/ 
Return onEquity 

94.00% 6.00% 53.65 50.43 3.22 

13 Less: Non Tariff Income 0.00% 100.00% 2.98 - 2.98 

14 Add: Efficiency Gains 94.00% 6.00% 0.47 0.44 0.03 

15 
Annual Revenue 
Requirement (ARR)   

1,029.66 256.25 773.41 

 

8.3.5 Based on the same, the wheeling charges for FY 2016-17 have been worked out 

by the Commission as shown in the Table below: 

Table 8:2: WHEELING CHARGES - APPROVED (Rs./kWh) 

Details Unit FY 2016-17 

Approved 

Net Approved Distribution (Wheeling Function) ARR Rs. Cr 256.25 

Retail Sales by NPCL MUs 1,545.58 

Wheeling Charges Rs/kWh 1.658 

8.3.6 The Commission in order to encourage Open Access transactions in the State 

has further tried to segregate the wheeling charges payable by consumers 

seeking Open Access based on the voltage levels at which they are connected 

to the distribution network. The charges have been worked out on the 

assumption that the wheeling expenses at 11 kV voltage level shall be 80% of 
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the average wheeling charges determined for the Wheeling function of NPCL 

and that for wheeling at voltages above 11 kV shall be 50% of the average 

wheeling charges as given in the Table below.  

8.3.7 Further, as detailed in the Tariff Order of UPPTCL for FY 2016-17, the 

Commission has considered the transmission open access charges for short 

term open access at the same level as approved for Long term open access. Due 

to substantial use of short-term Open Access, the basis on which the short-term 

Open Access Charges are being levied in the country have undergone change. 

This could be observed from the Central Electricity Regulatory Commission 

(Sharing of Inter State Transmission Charges and Losses) Regulations, 2010 

wherein the transmission charges for long-term, medium-term and short-term 

designated ISTS customers of the transmission system are same. In view of the 

same the Commission has approved the short term distribution wheeling 

charges same as long term wheeling charges. 

Table 8:3: LONG TERM VOLTAGE LEVEL WHEELING CHARGES (Rs./kWh) 

Details Unit FY 2016-17 

Approved 

Connected at 11 kV Voltage Level Rs/kWh 1.326 

Connected above 11 kV Voltage Level Rs/kWh 0.829 

 

8.3.8 In addition to the payment of wheeling charges, the open access customers also 

have to bear the wheeling losses in kind. Further, it is also logical that the open 

access customers have to bear only the technical losses in the system, and 

should not be asked to bear any part of the commercial losses.  

8.3.9 The Licensee in the Petition for FY 2016-17 has submitted that the technical 

losses at 11 kV voltage level would be around 1.43% and the technical losses 

above 11 kV voltage level up to 33 kV would be in around 1.05%. Hence, the 

Commission has considered the wheeling loss applicable for Open Access 

transactions entailing drawal at 11 kV voltage level at 1.43%, and that for 

drawal at voltages above 11 kV voltage level at 1.05%.  

8.3.10 The wheeling charges determined above shall not be payable if the Open 

Access customer is availing supply directly through the State transmission 

network. 

 

8.4 CROSS SUBSIDY SURCHARGE: 



 Determination of ARR & Tariff of NPCL for FY 2016-17 
and True Up for FY 2014-15 

  

 

Page 153 

8.4.1 The Commission has computed the cross-subsidy surcharge for Open Access 

consumers in accordance with the methodology specified in Regulation 6.6 of 

Distribution Tariff Regulations, 2006. 

8.4.2 As per Regulation 6.6, the cross subsidy surcharge is to be computed based on 

the difference between (i) the tariff applicable to the relevant category of 

consumers and (ii) the cost of the Distribution Licensee to supply electricity to 

the consumers of the applicable class. In case of a consumer opting for open 

access, the Distribution Licensee could be in a position to discontinue purchase 

of power at the margin in the merit order. Accordingly, the Commission has 

computed the cost of supply to the consumer for this purpose as the aggregate 

of (a) the weighted average of power purchase costs (inclusive of fixed and 

variable charges) of top 5% power at the margin, excluding liquid fuel based 

generation, in the merit order approved by the Commission adjusted for 

average loss compensation of the relevant voltage level and (b) the distribution 

wheeling charges as determined in the preceding section. 

8.4.3 The Commission has computed the cross subsidy surcharge for the relevant 

consumer categories using the following formula: 

 

S = T ς [C (1+ L / 100) + D]  

Where  

S is the cross subsidy surcharge  

T is the Tariff payable by the relevant category of consumers;  

C is the Weighted average cost of power purchase of top 5% at the margin 

excluding liquid fuel based generation and renewable power. In case of 

the Petitioner, this works out to Rs. 4.05 /  kWh considering the cost of 

marginal power purchase from open access.  

D is the average wheeling charges for transmission and distribution of 

power which is Rs. 1.658 /kWh  

L is the system Losses for the applicable voltage level, expressed as a 

percentage, which is computed at 1.05% at 33 kV, 2.48% at 11 kV and 

8.56% at LT level. 
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8.4.4 As per the above formula, the avoidable cost of supply for the Open Access 

consumers as approved is provided in the Table below, which will be applied 

against the tariff applicable for the relevant consumer category for 

computation of Cross subsidy surcharge as and when any consumer applies for 

the same. 

Table 8:4: COST OF SUPPLY AS APPROVED BY THE COMMISSION (Rs. / kWh) 

S No. Categories Wh. Charge 
(D) 

Wt. Avg. 
Pur Cost (C) 

System Loss 
(L) 

Total Cost 

1 HV Categories at 11 KV 1.33 4.05 2.48% 5.481 

2 HV Categories above 11 KV 0.83 4.05 1.05% 4.926 

 

8.4.5 The impact of migration of consumers from the network of the incumbent 

Distribution Licensee on the consumer mix and revenues of a particular 

Distribution Licensee shall be reviewed by the Commission from time to time as 

may be considered appropriate. 

8.4.6 The impact of migration / shifting of consumers from the network of the 

incumbent Distribution Licensee on the consumer mix and revenues of a 

particular Distribution Licensee shall be reviewed by the Commission from time 

to time as may be considered appropriate. 

8.4.7 The Commission has approved levy of Regulatory Surcharge for recovery of 

cumulative regulatory asset created for the Licensee, which is a part of the 

tariff charged to different consumer categories. Hence, the Cross Subsidy 

Surcharge has been computed by subtracting the avoidable cost of supply for 

the Open Access consumers from the tariff applicable for the relevant 

consumer, which also includes the applicable Regulatory Surcharge.  

8.4.8 The category-wise Cross Subsidy Surcharge approved by the Commission for FY 

2016-17 is as given in the Table below: 

Table 8:5: CROSS SUBSIDY SURCHARGE APROVED BY THE COMMISSISON FOR FY 

2016-17 

S 
No. 

Categories Average 
Billing 
Rate 

Average Billing 
Rate (inclusive 
of Regulatory 
Surcharge) "T" 

Cost of Supply 
for computing 

CSS 

Cross 
Subsidy 

Surcharge 
"CSS" 

1 HV-1 (Supply at 11 kV) 9.55  10.32         5.48  4.84  

2 HV-1 (Supply above 11 kV) 8.64  9.33           4.93  4.40  

3 HV-2 (Supply at 11 kV) 7.83  8.45            5.48  2.97  

4 HV-2 (Supply above 11 kV ) 7.18  7.75         4.93  2.82  
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8.5 ADDITIONAL SURCHARGE: 

8.5.1 Petitioner in its Petition submitted that the Commission in its Tariff Order dated 

June 18, 2015 has approved additional surcharge as Nil (zero). It is pertinent to 

mention that Section 42(4) of the Electricity Act, 2003 provides that a consumer 

permitted to receive supply of electricity from a person other than distribution 

licensee of the area in which such consumer is located, shall be liable to pay an 

Additional Surcharge to meet the fixed cost of the Distribution licensee arising 

out of his obligation to supply. 

8.5.2 Petitioner submitted that in addition to the above, Regulation 6.8 of the 

Distribution Tariff Regulations, 2006 prescribes as follows: 

άсΦу !ŘŘƛǘƛƻƴŀƭ {ǳǊŎƘŀǊƎŜ 

1. Where a consumer avails open access, the Commission may determine 
the additional surcharge to meet the fixed costs of distribution licensee 
arising out of his obligation to supply and permit collection of such 
additional surcharge for the period the fixed cost remains stranded. For 
recovery of additional surcharge, the distribution licensee shall conclusively 
demonstrate that his obligation in terms of existing power purchase 
commitments, has been and continues to be stranded, or there is an 
unavoidable obligation and incidence to bear fixed costs consequent to 
such a contract. Further, fixed costs related to electrical network assets 
should be recovered through wheeling charges. 
2. The Commission shall determine the amount of additional surcharge to 
be paid by the consumer to the licensee based on the statement of account 
submitted by the licensee and objections thereof if any of the consumer. 
3. The additional surcharge shall be leviable for such period as the 
/ƻƳƳƛǎǎƛƻƴ Ƴŀȅ ŘŜǘŜǊƳƛƴŜΦέ 

 

8.5.3 In view of the above, the Petitioner submitted that its power purchase is largely 

from the short term sources. Petitioner submitted that the short term power 

procurement contracts are subject to single tariff and are not segregated 

between fixed and variable charges as such. However, at the same time, all 

such contracts invariably carry a covenant to procure at least 80% of the 

contracted supply or else it will have to pay compensation of Rs. 1.00 per unit 

of the shortfall.  

8.5.4 Petitioner submitted that in view of Regulation 6.8 of the Distribution Tariff 

Regulations, 2006, in case a consumer avails open access and do not procure 

power from the Petitioner, it will be liable to pay compensation at Rs. 1.00 per 
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kWh of the power not procured. In view of the above, the Petitioner proposed 

additional surcharge of Rs. 1.00 per kWh for such open access customers for FY 

2016-17. 

8.5.5 It has been observed by the Commission that there has been considerable 

amount of load shedding in the area of NPCL which implies that there is a 

power deficit scenario. In such a case if any consumer avails open access, the 

Licensee does not really have to reduce the power procurement from the tied 

up short term sources. The distribution licensee in such a scenario still has large 

number of consumers to whom the available electricity can be supplied and will 

not then have to pay any compensation to the suppliers. Considering the 

above, the Commission has approved additional surcharge for FY 2016-17 as Nil 

(zero). The Commission further directs the Petitioner to improve its demand 

ǎǳǇǇƭȅ Ǉƻǎƛǘƛƻƴ ŀǎ ǘƘŜ ŎƻƴǎǳƳŜǊǎ ƛƴ ǘƘŜ tŜǘƛǘƛƻƴŜǊΩǎ ŀǊŜŀ ŀǊŜ ŦŀŎƛƴƎ 

considerable amount of load shedding.    

8.5.6 The Petitioner in its subsequent submission in replies to the deficiency note of 

the Commission further submitted that as per the Tariff Order dated June 18, 

2015, the Commission has approved levy of regulatory surcharge for recovery 

of cumulative regulatory assets created so far. Petitioner in this regard 

proposed that the regulatory surcharge should also be recovered from Open 

Access Consumers at the same rate per unit as applicable to the category to 

which said consumers belongs. 

8.5.7 The Commission has approved levy of Regulatory Surcharge for recovery of 

cumulative regulatory asset created for the Licensee, which is a part of the tariff 

charged to different consumer categories. Hence, the Cross Subsidy Surcharge 

shall be computed by subtracting the avoidable cost of supply for the Open 

Access consumers from the tariff applicable for the relevant consumer, which 

also includes the applicable Regulatory Surcharge.  

 

8.6  OTHER CHARGES:  
 

8.6.1 The Commission to encourage the Open access in the State rules that the 

standby charges, grid support charges and parallel operations charges shall be 

zero in case of Open Access consumers. 
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9. TARIFF PHILOSPHY 

 

9.1 CONSIDERATIONS IN TARIFF DESIGN 

9.1.1 Section 62 of the Electricity Act 2003, read with Section 24 of the Uttar Pradesh 

Electricity Reforms Act, 1999 sets out the overall principles for the Commission 

to determine the final tariffs for all categories of consumers defined and 

differentiated according to consumeǊΩǎ ƭƻŀŘ ŦŀŎǘƻǊΣ ǇƻǿŜǊ ŦŀŎǘƻǊΣ ǾƻƭǘŀƎŜΣ ǘƻǘŀƭ 

consumption of energy during any specified period or the time at which supply 

is required or the geographical position of any area, nature of supply and the 

purpose for which the supply is required. The overall mandate of the statutory 

legislations to the Commission is to adopt factors that will encourage 

efficiency, economical use of the resources, good performance, optimum 

investments and observance of the conditions of the License. 

 

9.1.2 The linkage of tariffs to cost of service and elimination of cross-subsidies is an 

important feature of the Electricity Act, 2003. Section 61 (g) of the Electricity 

Act, 2003 states that the tariffs should progressively reflect the cost of supply 

and it also requires the Commission to reduce cross subsidies within a 

timeframe specified by it. The need for progressive reduction of cross subsidies 

has also been underlined in Sections 39, 40 and 42 of the Electricity Act, 2003. 

The Tariff Policy also advocates for adoption of average cost of supply, which 

should be taken as reference point for fixing the tariff bands for different 

categories. 

 

9.1.3 The Commission has determined the retail tariff for FY 2016-17 in view of the 

guiding principles as stated in the Electricity Act, 2003 and Tariff Policy. The 

Commission has also considered the comments / suggestions / objections of 

the stakeholders and public at large while determining the tariffs. The 

Commission in its past Orders has laid emphasis on adoption of factors that 

encourages economy, efficiency, effective performance, autonomy, regulatory 

discipline and improved conditions of supply. On these lines, the Commission, 

in this Order too, has applied similar principles keeping in view the ground 

realities.  

 



 Determination of ARR & Tariff of NPCL for FY 2016-17 
and True Up for FY 2014-15 

  

 

Page 158 

9.1.4 As regards to the linkage of Tariff with the Cost of Service, the Distribution 

Tariff Regulations state as follows: 

 

άмΦ ¢ƘŜ ǘŀǊƛŦŦǎ ŦƻǊ ǾŀǊƛƻǳǎ ŎŀǘŜƎƻǊƛŜǎ κ ǾƻƭǘŀƎŜǎ ǎƘŀƭƭ ǇǊƻƎǊŜǎǎƛǾŜƭȅ ǊŜŦƭŜŎǘ 

[ƛŎŜƴǎŜŜΩǎ Ŏƻǎǘ ǘƻ ǎŜǊǾŜ ŀ ǇŀǊǘƛŎǳƭŀǊ ŎŀǘŜƎƻǊȅ ŀǘ ŀ ǇŀǊǘƛŎǳƭŀǊ ǾƻƭǘŀƎŜΦ 

Allocation of all costs prudently incurred by the Distribution Licensee to 

different category of consumers shall form the basis of assessing cost to 

serve of a particular category. Pending availability of information that 

reasonably establishes the category-wise / voltage-wise cost to serve, 

average cost of supply shall be used for determining tariffs taking into 

account the fact that existing cross subsidies will be reduced gradually. 

Every Licensee shall provide to the Commission an accurate cost to serve 

study for its area. The category-wise/ voltage wise cost to serve should 

factor in such characteristics as supply hours, the load factor, voltage, 

extent of technical and commercial losses etc. 

2. To achieve the objective that the tariff progressively reflects the cost of 

supply of electricity, the Commission may notify a roadmap with a target 

that latest by the end of year 2010-2011 tariffs are within ± 20 % of the 

average cost of supply. The road map shall also have intermediate 

milestones, based on the approach of a gradual reduction in cross 

ǎǳōǎƛŘȅΦέ 

 

9.1.5 In terms of the Distribution Tariff Regulations, 2006, Tariff Policy and the 

Electricity Act, 2003, the Commission opines that in the ideal scenario, the 

tariff of any category should be linked to the cost imposed on the system by 

the said category. In this regard, the Commission has been directing the 

Licensee to conduct Cost of Service studies to have a tool for alignment of 

costs and charges. The Licensee has not submitted any details regarding the 

cost of service studies for each category or voltage level. The paucity of data in 

this regard has restricted the Commission in establishing a linkage of tariff to 

average cost of supply. 

 

9.1.6 Accordingly, while determining the tariff for each category, the Commission 

has looked into the relationship between the tariff and the overall average cost 

of supply for FY 2016-17. Effort has been made to move the tariff of 

appropriate consumer categories, towards the band of +/- 20% to meet the 
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declared objectives of the Distribution Tariff Regulations, 2006, Tariff Policy 

and the Electricity Act, 2003. 

 

9.1.7 In view of the above, the Commission has determined the retail tariff keeping 

in the mind the guiding principles as stated in Section 61 of the Electricity Act, 

2003.There was unabridged revenue gap considering the existing tariff for FY 

2016-17(including the gap for previous years). Considering the huge amount of 

accumulated revenue gap of previous years as well as revenue gap for current 

year and high cost of supply and resultant poor cost coverage in the absence of 

cost reflective tariff, the Commission has decided to increase the tariff as 

detailed in the subsequent sections to ensure some recovery of the revenue 

gap. 

 

Metering 

9.1.8 In the tariff Order for FY 2014-15, the Commission linked the tariff for 

unmetered consumer categories in (LMV-1 and LMV-2) with the contracted 

load which was earlier linked with number of consumers. The Commission in 

cognizance to the approach followed in the Tariff Order for FY 2014-15 and FY 

2015-16, has decided to continue to levy of fixed charges of the unmetered 

consumers under LMV-1 and LMV-2 up to 2 kW as per their contracted load in 

Rs. / kW terms. 

 

9.1.9 To incentivise the rural consumers who shift from unmetered to metered 

category, the Commission has allowed a rebate of 10% on Rate applicable as 

per the applicable tariff of metered category which shall be applicable to the 

consumer from the date of installation of meter till end of FY 2017-18. 

 

9.1.10 It has further been observed in the previous years, that in spite of various 

incentive / dis-incentives, there has not been any considerable improvement in 

the metering status in the State and the Distribution Licensees continue to 

supply electricity to the unmetered consumers which results in huge loss of 

unaccounted electricity. The Petitioner has not been making its full efforts to 

convert the unmetered connections. Therefore, the Commission in this Order 

has directed the Licensee to comply with the direction given by the 

Commission to put its sincere efforts for converting the unmetered 
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consumers to metered consumers thereby ensuring that metering is achieved 

up to the satisfactory level, failing which the Commission may take a strict 

view for appropriate action. 

 

Billable Demand 

9.1.11 For all consumers having TVM / TOD / Demand recording meters installed, the 

billable load / demand during a month shall be the actual maximum load / 

demand as recorded by the meter (can be in parts of kW or kVA) or 75% of the 

contracted load / demand (kW or kVA), whichever is higher. 

 

9.1.12 Further in case the licensee fails to note the actual maximum load / demand 

reading or in case of spot-billing, then the consumer may approach the 

licensee with a photo of the actual maximum load / demand reading displayed 

on his meter of the previous month. The licensee shall accept the same for the 

purpose of computation of billable demand, however, if the licensee wishes to, 

it can get the same verified within 10 days. 

 

 Time of Day Tariff 

9.1.13 The Time of Day tariff (TOD) is a widely accepted Demand side Management 

(DSM) measure for energy conservation by price. The TOD structure prompts 

the consumer to change their consumption profile so as to shift their loads 

during off peak hours when the power is relatively cheaper. TOD tariff 

encourages the distribution licensees to move towards separation of peak and 

off-peak tariffs which would help in reducing consumption as well as costly 

power purchase at the peak time. The Tariff is set in such a way that it 

inherently provides incentives and disincentives for the use of electricity in 

different time periods. The basic objective of implementing time of day tariffs 

is to flatten the load curve over a period of a day resulting in a reduction in the 

peaking power requirement and also to enhance power requirement during off 

peak period. The Licensees have proposed same TOD structure as approved by 

the Commission in its previous Tariff Order for FY 2015-16. 

 

9.1.14 It may be noted that by implementing the TOD Tariff, the peak load gets 

shifted and the Distribution Licensees gain in the form of reduction in power 

purchase expenses as the additional energy supplied to the consumers during 
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peak hours are typically purchased from a costlier source. The Commission in 

this Tariff Order has continued with the optional TOD structure as introduced 

in FY 2015-16 for consumers who want to operate at full potential only during 

the specified night hours (i.e. from 22:00 hrs to 06:00 hrs) with restricted 

consumption in remaining hours, in addition to the TOD slabs which will be 

applicable for LMV-6 and HV-2 categories. Apart from the above the 

Commission in this Order has reduced the TOD rate for the Induction Furnaces 

/ Arc Furnaces, Rolling / Re-Rolling Mill industrial consumers. The TOD 

structure has been detailed in the Rate Schedule which is provided 

subsequently in this Order. 

 

 Life-line consumers 

9.1.15 Licensees have not proposed any change for the Life Line category of 

consumers. The Commission in the past has been allowing tariff support to 

lifeline consumers having load up to 1 kW and maximum consumption of 150 

kWh / month. In spirit of the National Electricity Policy and the approach 

ŦƻƭƭƻǿŜŘ ƛƴ ƭŀǎǘ ȅŜŀǊΩǎ hǊŘŜǊ ŦƻǊ C¸ нлмр-16 the Commission in this Order, has 

decided not to change the slabs and rates for the lifeline consumers.  

 

 Scheme for advance deposit for future monthly energy bills 

9.1.16 The Commission in this Order has continued with the provision for Advance 

Deposit against payment of monthly future energy bills which would provide 

the consumer better facility and the consumer will also be entitled to get 

interest at the interest rate applicable on security deposit, for the period 

during which advance exists for each month. With this the Licensees would 

also get benefitted by improvement in their working capital requirement / cash 

flows. The detail of this arrangement of advance deposit against payment of 

future monthly electricity bills is provided in the rate schedule of this Order. 

 

 Rebate on Timely Payment 

9.1.17 The Commission has decided to increase the rebate to 0.50% for the 

consumers who pay the bills in time i.e. on or before due date. The consumers 

having any arrears in the bill shall not be entitled for this rebate. The 

consumers who have made advance deposit against future energy bills shall 

also be entitled for this rebate. 
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 Rebate for Prepaid Meters 

9.1.18 In order to encourage the prepaid meters, the Commission has decided to 

continue the rebate of 1.25% on the Rate of Charge for the consumers having 

prepaid meters.  

  

 Charges for exceeding contracted demand 

9.1.19 The Commission has aligned the charges for exceeding the contracted load for 

the domestic consumers as per the provision of Electricity Supply Code 

Regulations, 2005 as amended from time to time. The relevant changes 

regarding levy of Charges for exceeding contracted demand has been provided 

in rate schedule. 

 

 Delayed Payment Surcharge / Penalty 

9.1.20 To discourage the late payment of electricity bills the Commission has 

continued with the applicable surcharge / penalty on the late payment of bills 

to 1.25% per month (based on number of days for which the payment is 

delayed from the due date) up to first three months. However to penalise the 

consumers for the delay in payment of energy bills beyond the 3 months 

delayed payment surcharge would be levied @ 2.00% per month as detailed in 

the Rate Schedule of this Order. 

  

 Single point buyer 

9.1.21 As depicted in the Rate Schedule the Commission has decided to reduce the 

maximum limit to5% for the single point buyer to charge the end consumers 

over and above the actual Rate & other applicable charges. 

  

Rebate for using Solar Water Heater 

9.1.22 Solar Water Heater not only promotes the use of renewable energy but also a 

measure of Demand Side Management. In order to encourage the use of solar 

energy which will conserve electricity, the Commission has continued with the 

rebate to the consumers who installs and uses the solar water heater.  

 

Facilitation Charge for Online Payment 
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9.1.23 With regard to facilitation charges being levied by the Distribution Licensees on 

the consumers who make payment through internet, the Commission is of the 

view that as the Distribution Licensees are facing issues like low collection 

efficiency, lack of meter readers etc., levying such charges would further act as 

deterrent for the consumers who want to pay through internet. In this regard 

the Commission initiated a Suo Moto proceeding and directed the Licensee to 

bear the transaction charge for transaction up to Rs. 4,000.00 for payment 

through Debit Card or Credit Card in the Order issued on May 29, 2015. The 

same mechanism of Licensee to bear the transaction for transaction up to Rs. 

4,000.00 for payment through Debit Card or Credit Card shall be continued. 

 

kVAh Tariff 

9.1.24 Implementation of kVAh metering and kVAh tariff is seen as a commercial 

inducement on consumers to pay lesser electricity bill by ensuring that they do 

not draw reactive power It suggests that consumers must be billed as per the 

kVAh (apparent energy) drawl, and not as per the kWh (active energy).  

9.1.25 A change to a kVAh tariff is beneficial to non-defaulting consumer as the kVAh 

tariff is cheaper than the kWh tariff. The Distribution Licensee can benefit 

through the collection of more revenue from consumers having low power 

factor loads. Most importantly, the tariff is environmentally friendly due to 

improved efficiency. This will also prompt the consumers to take the initiative 

in correcting the power factor, using compensating capacitors at their end.  

 

Minimum Charge Payable for LMV-2(c) (Non-domestic light, Fan and Power) 

Category 

9.1.26 The Commission understands that the consumption pattern of the consumers 

is not uniform throughout the year and varies seasonally. In view of the same 

appropriate minimum charges have been decided for summer and winter 

season as detailed in the Rate Schedule. The Commission taking into 

considerations the views of the stakeholders and also taking into cognizance 

the wide use of energy efficient equipment (like LED bulbs, etc.) in the State, 

has lowered the minimum charge payable for the urban LMV-2 consumers. 

 

LMV-5-PTW Consumers 




