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Before

UTTARAKHAND ELECTRICITY REGULATORY COMMISSION

Petition No.: 14/2009

In the Matter of:

ARR and Tariff Petition filed by Uttarakhand Power Corporation Limited for d etermination of

Aggregate Revenue Requirement (ARR) and retail tariffs for the Financial Year 2016011

AND
In the Matter of:
Uttarakhand Power Corporation Limited
Urja Bhawan, Kanwali Road, Dehradun
Coram
Sh. V.J. Talwar Chairman
Sh. Anand Kumar Member

Date of Order: April 10, 2010

é é é Petitioner

Section 641) read with section 61 and 62 of the Electricity Act, 2003 (hereinafter referred to

as 0Act 6) ther gemeraiing e@npanies and the licensees to file an application for

determination of tariff before the Appropriate Commission in such manner and along with such fee
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Order on Retail Supply Tarfifof UPCL for 201611

as may be specified by the Appropriate Commission through Regulations. In compliance with
above provisions of the Act and Regulation 56(4) of UERC (Conduct of Business) Regulations, 2004,
Uttarakhand Power Corporation Limited (hereinafter referred to as 0 UP CL 6 Petitioner6 or
0l i c e)filsda Pdiition No. 14/2009, giving details of its projected Annual Reve nue Requirement
(ARR) for the FY 2010611, on 3@ November 2009. Along with above Petition, UPCL also submitted
revised retail tariff proposals for different category of consumers so as to meet its projected ARR for

the FY 201011.

Tariff determination b eing the most vital function of the Commission, it has been the
practice of the Commission to detail the procedure and explain the principles utilized by it in
determining the ARR and tariffs. Accordingly, in the present Order also, in line with past pract ices,
the Commission has tried to detail the procedure and principles followed by it in determining the
ARR requirement of the licensee. For the sake of convenienceand clarity, this Order has further
beendivided into following Chapters:
Chapter 1 - Procedural History
Chapter 2 - Petitioner6 s Submi ssi ons
Chapter 3-St a k e h cCbnimentssaid Petitionerd Response
Chapter4-Commi ssi onds Approach
Chapter 5 - Analysis of Petitionerd s Met er i ng, Billing and Coll ecti
Chapter 6 6 Implementationof Honé bl e ATE®6s judgment dated 06. 1
of 2008
Chapter 7 - Analysis of Aggregate Revenue Requirement
Chapter 8 -Tariff Rationalisation and Design

Chapter9-Commi ssi onds Directives
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1. Procedural History

In accordance with Regulation 56(4) of the UERC (Conduct of Business) Regulations, 2004
the Commission had directed UPCL to submit the Petition for determination of tariff for FY 2010 -11
latest by November 30, 2009 The Petitioner filed its Aggregate Revenue Requirement and Tariff
application for FY 201011 on November 30, 2009, which was provisionally admitted by the
Commission. To provide transparency to the process of tariff determination and give all the
stakeholders an opportunity to submit their objections/suggestions/comments ont he proposals of
the licensee,the Commission, through its admittance order, directed UPCL to publish the salient
points of its proposals in the leading newspapers. The salient points of the proposal were published
by UPCL in the following newspapers:

Table 1.1: Publication of Notice
S.No. | Newspaper Name | Date of publication

1. Amar Ujala December 11, 2009
2. Hindustan Times December 12, 2009

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

December 31, 2009copy of the notice is enclosed atAnnexure 3).

The Commission sent the copies of salient points of tariff proposals to members of the State
Advisory Committee and also made available the details of proposal submitte d by the licensee in
Co mmi s sofficerari svebsite.

The Commission received 38 objections/ suggestiongcomments in writing on the
Petitioner6 s ARR and Tar i ff -1P &heilidt of stakehdldens whb Yave2sQbinidted
their objections/suggestio ns/comments is enclosed at Annexure -4.

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

Table 1.2: Schedule of Hearings

S.No. Place Date
1. Uttarkashi 11.01.2010
2. Sitarganj 22.01.2010
3. Pithoragarh 23.01.2010
4, Dehradun 14.02.2010

The list of participants who attended the Public Hearing is enclosed atAnnexure -5.
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The objections/suggestions/comments, as received from the stakeholders through mail as
well as during the course of public hearing were sent to the Petitioner for its response All the issues
asraised by the stakeholders and Petitionerd sesponseon the sameare detailed in Chapter 3 of this
Order. In this context it is also to underline that while finalizing the Tariff Order, the Commission

has, as &r as possible, tried to address the issues as raised by the stakeholders

Meanwhile, after admittance of the ARR/Tariff Petition, based on preliminary scrutiny of
the ARR and tariff proposals submitted by the licensee, the Commission vide its letter No.
1775/UERC/UPCL - ARR/2010-11/09 dated December 31, 2009pointing out certain data gaps in

the Petition, sought following additional information / clarification from the Petitioner :

A Clarification regarding estimation of additional sales on account of rural
electrification during FY 201011.

A Assumptions for increase in number of consumers considered for various consumer
categories during FY 201011.

A Clarification on d ata inconsistency in ARR figures for FY 2010-11.

A Basis of projecting sales for PublicWater Works for FY 201011.

A Monthly CS -3 and CS4 statements for the period from April 2009 to November 2009

A Details of actual refunds made to steel industries and railway traction category
during FY 2007-08 and FY 200609 i n accordance with the Or
Appellate Tribunal for Elec tricity.

A Details of the actual distribution losses during first eight months of FY 200910, i.e.

for the period from April 2009 to November 2009.

A Monthly Trial Balances (MTB) for FY 2009-10 for the period from April 2009 to
November 20009.

A Details of actual employee related expenses for the first eight months of FY 200910,
i.e., for the period from April 2009 to November 2009.

A Actual R&M and A&G expenses for the first e ight months of FY 2009-10, i.e.for the
period from April 2009 to November 2009 and estimates for remaining period of FY
200910 and FY 201611.

A Details of arrears assessed on i mplementatio
payment made during FY 2009-10 on this account which has been considered as part
of Employee expenses for FY 200910 and FY 201611.

4 Uttarakhand Electricity Regulatory Commission
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A Schemewise (project-wise) details of the schemes capitalized, segregating LT and
HT works respectively, including complete details such as Original Capital Cost,
Completed Project Cost, Means of Finance, loan agreements, status of eleégdcal
inspector approval, date of energisation and date of actual capitalisation for different
schemes during FY 200708, FY 200809, FY 200910 and FY 201611.

A Details of capital expenditure proposed during FY 2010-11, across different schemes,
viz.,

0 number of 33/11 kV sub-station proposed to be added under various
schemesdlist of sub-stations with names

U length of 33 kV lines proposed to be added under various schemes
U length of 11 kV lines proposed to be added under various schemes
U length of LT lines proposed to be added under various schemes

U No. of meters proposed to be added under various schemes

A Year-wise details of amount realised from consumers for releasing new LT
connections and the expenditure incurred by the Petitioner in this regard for FY
2007-08, FY 200809 and FY 200910.

A Updated audited details of opening balances, receipts, payments, interest accrued,
interest paid and closing balances of various loans received under different schemes
with effect from April 01, 2007 to March 31, 2009.

A Details of new generating stations expected to be commissioned in FY 200910 in
which UPCL has allocation for firm power.

A Actual power purchase quantum and cost for the period from April 2009 to
December 2009.

A Generation plan for generating stations of UJVNL for FY 2010611.

A Details of banking and Ul over/under drawals during FY 2009 -10 for the period
from April 2009 to November 2009.

A Report on complianceoft he Commi ssi onds directions

In reply, the Petitioner submitted some information vide letter No. 1770/UPCL/RM/B -7
dated January 7, 2010,and letter No 1830/UPCL/RM/B -7 dated January 19, 2010.So as to have
better clarity on data filed by the licensee and to remove inconsistency in data, a Technical

Validation Session (TVS) was also held with the Petitioner on January 20, 2010during which the

Uttar akhand Electricity Regulatory Commission 5
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issues raised inthe letter dated December 31, 2009 were discussed. Based on these discussions, the
Commission, vide its letter No. 1929/UERC/UPCL ARR (2 010-11)/09-10 dated January 22, 2010
sought further information fro m the licensee Some of he information as sought by the Commission

was submitted by the licensee vide letter No. 1889/UPCL/RM/B -7 dated January 30, 2010.
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2. Petitionerds Submi ssi ons

This Chaptergi ves a brief summary of t heth&JAYQQUB1E. AR
The contents of this Chapter are based on original submissions of the Petitioner and do not
incorporate changes in information and data submitted subsequently by the Petitioner. Additional
submissions made by UPCL have been considered by he Commission only under Chapter 7 i.e.

0OAnalysis of Aggregate Revenue Requirement 6.

2.1 Abstract of Aggregate Revenue Requirement (ARR) of UPCL

For the Financial Year 201011, UPCL has projected a net ARR requirement of Rs. 2737.78
Crore. Various component of ARR are as detailed below:

Table 2.1: Aggregate Revenue Requirement for FY 2010-11 (Rs. Crore)

S.No. ltem Projected Expenditure

Expenditure

1 Power Purchase Expenses 2,071.95

2 Transmission Charges 199.87

3 O&M expenses 289.25

4 Interest charges 83.99

5 Depreciation 40.62

6 Interest on Working Capital 19.64
Gross Expenditure 2,705.32
Other Expenses / Appropriations

7 Provision for Bad & Doubtful Debts 68.28

8 Return on Equity 2.94
Net Expenditure 2,776.55

9 Less: Non Tariff Income 38.77
Net Annual Revenue Requirement 2,737.78

2.2 Revenue Gap and Revised Tariff Proposals

It is the contention of UPCL that at existing tariffs for different category of consumers, it
would be able to recover revenues of Rs. 2300.04 Crore only in the FY 20101, which would lead to
a revenue gap of Rs. 437.74 Crore in the FY 20101. To bridge the above revenue gap, UPCL has
submitted revised tariff proposals for different category of consumers which are summarised

below:
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Table 2.2: Existing and Proposed Tariff

S.No. Category of Consumer Existing Tariffs Proposed Tariffs
1. Domestic Rs. 200/connection/ month Rs. 200/kW/month
Un-metered FC Rs. 20/month upto 4 kW FC- Rs. 24/kW/month
Rs 40/month above 4 kW
Metered EC- Rs. 2.20/kWh EC- Rs. 2.64/kWh
2. Non-Domestic
Govt./Municipal Hospitals, [FC- Rs. 20/kW/ month FC -Rs. 24/kW/month
Educational Institution etc. |EC upto 25 kW d Rs. 3.10/kWh/ month EC- Rs. 3.84/kWh/month
EC d above 25 kW- Rs. 3.5/kVAh EC-Rs. 3.48/kVAh/month
Other Non -domestic FC- Rs. 20/kW/month FC- Rs. 24/kW/month
EC upto 25 kW 8 Rs. 3.50/kWh EC-Rs. 4.68/kWh/month
EC above 25 kWd Rs. 3.50/kVAh EC- Rs. 4.68/kVAh/month
3. Public Lamps FC- Rs. 15/kW/month FC-Rs. 18/kW/month
EC-Rs. 3.20/kWh/month EC-Rs. 3.84/kWh/month
4. PTW
Un-metered FC- Rs. 130/BHP/month FC-Rs. 156/BHP/month
Metered EC-Rs. 0.80/kWh ECRs. 096/kWh
5. GIS FC-Rs. 15/kW/month FC-Rs. 18/kW
EC-upto 100 BHP 8 Rs. 3.2/kWh EC-Rs. 3.84/kWh
EC-above 100 B1P- Rs. 3.00/kVAh EC- Rs. 3.48/kVAh
6. Public Water Works FC-Rs. 15/kW/month FC- Rs. 18/kW/month
EC-Rs. 2.90/kVAh EC-Rs. 3.48/kVAh/month
7A LT Industry DC- Rs. 80/kW/month DC-Rs. 96/kW/month
Upto 25 kW EC-Rs. 3.15/kWh EC-Rs. 3.78/kWh
Above 25 kW EC-Rs. 2.85/kVAh EC-Rs. 3.42/kVAh
7B HT Industry
A-upto 1000 kVA DC-Rs. 160/kVA/month DC-Rs. 192/kVA/month
Load factor upto 33% EC-Rs. 2.50/kVAh EC-Rs. 3/kVAh
Load factor above 33% & EC-Rs. 2.75/kVAh EC-Rs. 3.30/kVAh
upto 50%
Load factor above 50% EC-Rs. 3.00/kVAh EC-Rs. 3.60/kVAh
B-Above 1000 KVA DC-Rs. 20/kVA/month DC-Rs. 264/kVA/month
Load factor upto 33% EC-Rs. 2.50/kVAh EC-Rs. 3/kVAh
Load factor above 33% & EC-Rs. 2.75/kVAh EC-Rs. 3.30/kVAh
upto 50%
Load factor above 50% EC-Rs. 3.00/kVAh EC-Rs. 3.60/kVAh
8 Mixed Load FC-Rs. 20/kW/month FC-Rs. 24/kW/month
EC-Rs. 3/kVAh EC-Rs. 3.60/kWh
9 Railway Traction DC-Rs. 160/kVA/month DC-Rs. 192/kVA
EC-Rs. 3/kVAh EC-Rs. 3.60/kVAh

Legend : F®@ Fixed Charges, DdDemand Charges,& Energy Charges

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

of electricity.

The key changes proposed by the Petitioner in retail tariff structure for FY 2010-11 are as
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follows:

A In Domestic (Rural) un-metered category, no increase is proposed in the Fixed
charges. However, it is proposed to levy these charges on the lasis of Rs/kW/Month
instead of Rs/Connection/Month.

A In Domestic category where the supply is metered, the rate of fixed charge is

proposed to be levied on the basis of RskW/month instead of
Rs./connection/month.
The Petitioner has estimated the averagetariff to be Rs. 3.54 per unitat the existing tariff and
Rs. 4.21 per unit at the proposed tariffsin FY 201611. The Table below captures the revenue from
existing tariffs and proposed tariffs for various consumer categories alongwith percentage increase
in average tariff sought for each category.

Table 2.3: Category-wise revenue at existing and proposed tariff

Sub-category/ Existing Tariff _ Proposed Tariff _ %_ age increase
S.No. Category Sales Revenues Avg. Tariff Revenues | Avg. Tariff in Ave.rage
(MU) (Rs. Crore) (Rs. / unit) (Rs. Crore) | (Rs./ unit) Tariff
1 | RTS1: Domestic 1,272.13 301.89 2.37 363.94 2.86 20.68%
2 | RTS2: Non Domestic | 735.94 311.05 4.23 367.62 5.00 18.20%
3 | RTS3: Public Lamps 48.50 15.90 3.28 18.91 3.90 18.90%
4 \F/{vTei: Private Tube 161.02 10.94 0.68 12.81 0.80 17.65%
5 | RTSS: Govt 118.41 38.74 3.27 46.18 3.90 19.27%
Irrigation System
6 | RTS6:Public Water 228.92 74.52 3.26 85.03 3.71 13.80%
Works
7 RTS7: Industry
LT Industry 209.49 82.93 3.96 101.63 4.85 22.47%
HT Industry 3,600.97 1,424.43 3.96 1,603.17 4.70 18.69%
8 | RTS8: Mixed Load 109.61 33.41 3.05 40.86 3.73 22.30%
g | RTS9: Raiway 15.26 6.23 4.08 7.63 5.00 22.55%
Traction
Total 6,500.25 2,300.04 3.54 2,737.78 421 18.93%

2.3 Action Plan for FY 2010-11

It has been submitted by UPCL that it realises the importance of improving efficiency in its
operations and is committed to undertake a number of technical and commercial measures in this
direction in FY 201011 asunder:

2.3.1 Distribution System Improvement

To improve its distribution system licensee has proposed to take following actions:
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S



Order on Retail Supply Tariff of UPCL f@01011

a)
b)
c)
d)

Construction of Ring Mains in towns to improve reliability in supply,
Conversion of single phase lines to three phase lines
Implementation of H igh Voltage Distribution System (HVDS) , and

Distribution automation for all 33 kV and 11 kV feeders through a Distribution
SCADA System.

Further, the Petitioner has also envisaged data logging which is aimed at compilation of all

technical data in respect of the Distribution System connected to a 33/11 kV sub-station, including

the number and durations of tripping, meter readings of all distribution transformers and feeders

connected to the sub-stations.

2.3.2 Loss Reduction Initiatives

For reduction of losses, the Petitioner submitted that it shall try to ensure complete metering

of consumers by:

a)

b)

c)

d)

f)
9)
h)

Replacing defective meters,

Ensuring total metering of all 11 kV and 33 kV feeders including installation of check

meters on all independent/group industrial feeders to facilitate energy accounting,
M etering of all distribution transformers (DTs) in towns and loss-prone areas,

Consumer indexing and tagging of feeders and DTs to facilitate Energy Audit at

feeder and DT level,

Implementing Centralized Billing System for high value HT/LT consumers
including Automatic Meter -reading of Time of Day (TOD) meters through

GSM/GPRS to ensure zero commercial losses in high value consumers
Installing prepaid meters on all Government connections,

Installing Any Time Payment (ATP) machines in cities,

Replacement of bare LT conductors with aerial bunched conductors,

Periodic checking of meters installed at

accuchecks, and

10
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i) Providing end-to-end solution (ERP System) with appropriate IT intervention for
integrating all key functions of the Corporation , i.e., Commercial, Technical, Finance,

HR, Projects etc., will also be the key areas under such loss reduction efforts.

2.3.3 Rural Electrification

Licenseehas submitted that it plans to electrify the balance 58 un-electrified / de -electrified

villages and 1620 hamlets byMarch 31,2010.

2.3.4 RevenueCollection based Franchisee

To improve its revenue collections from rural areas the Petitioner plans to bring in r evenue

collection based franchisee

2.3.5 LT System Strengthening

The Petitioner has initiated a program me with total outlay of Rs. 150.00 Crore for LT System
Strengthening and Improvement works for the 11t Plan. During FY 2010-11, the Petitioner has
envisaged an outlay of Rs. 50.00 Crore for LT System Strengthening with installation of Ring Main

Units (RMU) and Compact Sub-Stations (CSS) located near load centres.

2.3.6 Segregation of PTW Feeders

For the segregation of Private TubeWell (PTW) feeders, thePetitioner has submitted that it
would start a project with an investment of approx imately Rs. 140.00 Crore, which will be
implemented during the 11t Plan. Under this scheme, thePetitioner has envisaged construction of
2727km of 11kV line with conversion of exi sting 2430km of LT line into HT line . Licensee would
also install 2831 Nos. 11/0.4kV Distribution Transformers of 25 kVA and 95 Nos. Vacuum Circuit
Breakers under the scheme. During FY 201011, the Petitioner has envisaged an expenditure of Rs.

60.00 Crae for segregation of PTW feeders in Haridwar and U.S. Nagar Districts.

2.3.7 District Plan

During FY 2009-10, the Petitioner has proposed an investment of Rs. 21.06 Crore under the
District Plan for augmentation and increasing capacity of Distribution Transfor mers, installation of

additional transformers and LT line strengthening and system improvement. The Petitioner has
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submitted that this system would continue in FY 201011 wherein Petitioner has envisaged an

outlay of Rs. 35.00 Crore.

2.3.8 Earthing of Transformers

It has been submitted by the Petitioner that it shall be completing 100% earthing of 8522 nos.
11/0.4 kV transformers of below 100 kVA rating in the districts of Dehradun, Haridwar and U.S.
Nagar and 5446 nos. transformers of above 100 kVA rating in al the 13 districts of Uttarakhand.

Petitioner has envisaged a total outlay of Rs. 50 Crore for the purpose.

2.3.9 CDM Project

It has been submitted by the Petitioner that a project is being developed by the Ministry of
Power, Government of India called Bachat Lamp Yojna (BLY) under which, in selected areas of
State existing incandescent bulbs would be replaced by long life energy efficient compact
fluorescent lamps. It shall contribute to energy efficiency and reducing energy shortages during
peak hours.

It has further been submitted by the Petitioner that cost of the above project would be borne
completely by the developer of the project and there would be no financial implication on the
Petitioner and the consumers.

2.3.10 Commercial Process Improvement

It has been submitted that the Petitioner has been implementing certain immediate

commercial improvement measures in all its revenue division(s)/sub -division(s) such as-
a) MRI based Centralised Billing System for High Value Consumers (>25 kW),
b) Automatic Meter Readin g system for all consumers above 4 kW,
c) Energy auditing through independent energy assessors,
d) Installing Any Time Payment Machines in major urban centres,
e) Establishment of Online Billing and Customer Relationship Management (CRM) System,
f) Establishing Key Consumer Cells,

g) Outsourcing of meter reading, bill distribution and bill collection and disconnection

12 Uttarakhand Electricity Regulatory Commission



2Petitioner ds

activities,

h) Collection through Post Offices. At present, this facility is available at 817 post offices of

Uttarakhand for catering to approx imately 8 lakh electricity consumers,

i) Cash collection through select branches of Punjab National Bank (PNB) in 15 towns of
Uttarakhand ,

j) Facility of d rop boxes (196 nos.)in the departmental offices/collection centres , and

k) Regular mobile camps in rural/urban areas for gr eater accessibility of consumers to

collection centres.

The Petitioner, in order to facilitate speedy settlement of disputed electricity arrears in
respect of industrial consumers, has further constituted a Corporate Level Dispute Settlement
Committee in its Head Office. This initiative is aimed at reducing the number of disputed and legal
cases without affecting the rights of consumers to seek justice from appropriate courts/forums in
the event of non-settlement. Consumers have already started taking beneft of this settlement
mechanism. A number of disputed cases have been finalized by the Committee and the consumers

have made the full payment of settled outstanding arrears against them.

2.3.11 Energy Audit and Non-Technical Loss Reduction

The Petitioner submitted that it has been assessing losses at all 33 kV and some 11 kV
feeders and energy audit of all independent feeders is also being done. ThePetitioner is putting a
dedicated team of officers at the corporate office to continuously analyse the outputs of the energy

audit exercise to take specific measures on high loss feeders/distribution transformers.

In order to reduce its non-technical losses, thePetitioner has submitted that it is taking a
number of steps like regularisation of unauthorised connections /load, bringing un -ledgerised
consumers to the billing fold, replacement of defective meters, ensuring accurate and complete

meter reading and billing, vigilance and raid activities , etc.

The Petitioner submitted that it has been negotiating with two mete r manufacturers to

introduce pre -paid metering on pilot basis in one urban sub -division.
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2.3.12 Metering

The Petitioner has submitted that since the formation of the Company, the Petitioner has
been putting its best efforts to complete metering of all its consumers. The summarised information

on metering as of June 30, 2005 as submitted by th&etitioner, is shown in the Table below:

Table 2.4: Status of M etering as on June 20, 2005

Total As on 30t June 2005
- 0,
Category Metered Un % of Metered Total
metered Consumers

Domestic 805,255 52,489 93.88%| 857,744
Commercial 98,801 1,151 98.85%/| 99,952
Public Lamps 171 47 78.44% 218
Departmental 0 8,153 0.00%| 8153
Employees

Public Inst./ Govt. 2,213 96 95.84%| 2309
Bodies

State Tube Well 344 337 50.51% 681
Private Tube Well 2,688 15,061 15.14%| 17,749
Total 9,09,472 77,334 92.16% | 986,806

The summarised information on metering as of July 31, 2009is shown in the Table below:

Table 2.5: Status of M etering as on July 31, 2009

Total As on 31st July 2009
Category Metered | Un-Metered % of Metered Total
Consumers
Domestic 11,86040 23,692 98.04%| 12,09,732
Private Tube Well 17,530 3,307 84.13% 20,837
Other 1,49,541 - 10000% | 1,49,541
Total Consumers 13,53,111 26,999 98.04%| 13,80,110

The Petitioner has emphasized that it is putting its best effort possible to achieve 100%
metering of its consumers but it is unable to achieve the desired progress in the matter due to stiff
resistance from some of the consumers, particularly from domestic rural and private tube -wells
consumer categories. ThePetitioner submitted that all new connections are released with meters

only.

2.3.13 Strengthening of Distribution System

The Petitioner is witnessing a considerable growth in demand on account of massive rural
electrification program me as well as expected growth in demand from industrial consumers.
Energy demand in terms of input of energy is expected to grow in FY 2010-11 in comparison to FY

200910 @6.05%. Thus, there is a need for significant investments for strengthening as well as
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expanding the distribution network.

2.3.14 Funded Distribution Investment Program

The Petitioner is embarking upon comprehensive Distribution Strengthening Projects
(including LT and HT) covering urban areas and already electrified rural areas. The project will also
cover segregation of agricultural feeders from mixed rural feeders aimed at reduction of technical
losses and improvement in quality and reliability of su pply to consumers. The projects also
encompass some focussed commercial action plans targeted to reduce distribution losses and
reduce AT&C losses and above all bring in responsibility into the distribution system functioning.
These projects are envisaged for implementation with funding assistance from Financial
Institutions, i.e., REC/PFC/ADB and equity participation from  GoU for implementation during the
next five years, i.e, FY 201611 toFY 201415.

2.3.15 Non-Funded Distribution Investment

The Petitioner has been investing to improve the sub-transmission and distribution network
by up-gradation of sub-stations and lines, replacement of poles and conductors, etc., as a part of a
continuous process in order to meet the increasing demand in the LT distribution segment. During
FY 200910 and FY 201611, the Petitioner proposes to undertake internal system
improvement/capital works of Rs. 31 Crore and Rs. 90 Crore, respectively, towards this objective

and the details of works are given in Table below:
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Table 2.6: Non-Funded Schemes

S. Estimated Cost (Rs. Crore
No Non-Funded Scheme FY 200910 (FY 20101)1
1 New 33/11 kV Sub -station 1.10 3.10
2 New 33 kV lines for feeding new 33/11 kV S/s 0.60 1.80
3 Increasing capacity of 33/11 kV Sub-station 3.10 9.30
4 Increasing 33 kV lines from existing S/s 0.50 1.50
5 Renovation of 33 kV Sub-Stations 0.60 1.80
6 New 11 kV Composite Main lines 2.00 6.20
7 11 kV lines upgrading / strengthening 2.60 7.80
8 Installation of new 11/0.4 kV Distribution Transformers 2.00 2.20
9 Increasing capacity of 11/0.4 kV Distribution Transformers 0.60 1.80
10 | Construction of New LT Lines 0.90 2.70
11 | Strengthening of LT Lines 2.00 6.50
12 | Installation of Me ters 6.60 19.20
13 | Installation of Metering cubicles/CT/PT/AMRS 2.50 7.50
14 | Ariel Bunch Conductors 1.70 5.10
15 | Civil Works 2.40 7.20
16 | Vehicles, Furniture & Fixtures 0.10 0.30
17 | Office Equipments & Computers 0.10 1.80
18 | Consumer Service Centre 0.50 0.60
19 | MCCB/Capacitor/ Insulator 0.20 0.60
20 | Replacement of Poles 0.20 0.60
21 Misc. Works (System Studies/Network Improvement & 0.80 240

Others)
Total 31.00 90.00
2.4 True Up

As regard truing up of past expenses for the FY 200809 and FY 200910, it has been
submitted by UPCL that truing up of past expenses for the FY 2008-09 has already been carried out
by the Commission in the FY 200910 and that they shall be submitting the true up proposal for the
FY 200910 with the ARR/tariff filings  for the FY 201%12.

2.5 Energy sales forecast

2.5.1 Total Energy Consumption

The Petitioner has projected sales for different category of consumers based on past trends
and information available with it. Based on the above, the Petitioner has projected total salesof
6,500.25MU for the FY 2011-12. The summary of category-wise nhumber of consumers, connected

load and sales for FY 201011 as projected by thePetitioner is given in the following Table:
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Table 2.7: Sales projection for FY 2010-11 (MU)

Category Consumers Connected Load Sales
(MW) (M)

RTS-1: Domestic 1,332,587 1,426.25 1,272.13
Domestic 1,311,384 1,407.99 1,254.01
Snow Bound Area 21,203 18.26 18.12
RTS-2: Non-Domestic 150,652 563.65 734.94
Educationallnstitutions 244 3.32 15.01
Others 150,408 560.33 719.93
RTS3: Public Lamps 421 13.24 48.50
RTS4: Private Tube Wells/Pumping 22.834 110.42 161.02
Sets

RTS-5: Government / Irrigation 1,040 36.36 118.41
System

Upto 100 BHP 1,018 33.85 113.92
Above 10 BHP 22 2.51 4.49
RTS6: Public Water Works 976 56.02 228.92
RTS-7: Industry 9,949 1,428.93 3,810.46
LT Industries 8,720 225.98 209.49
HT Industries 1,229 1,202.95 3,600.97
RTS8: Mixed Load 52 49.70 109.61
RTS9- Railway Traction 1 6.80 15.26
Extra State Consumers 6 1.00 1.00
Total 1,518,518 3,692.37 6,500.25

2.6 Efficiency parameters

2.6.1 Distribution Loss

The Petitioner has submitted that the Commission had stipulated a loss reduction trajectory

for five years directing the Petitioner to reduce distribu tion losses by 4% every year up to FY 2007

08. Therehas been however, large gap in the loss level as approved by the Commission on the basis

of such trajectory and the loss level actually achieved by the Petitioner. The Petitioner submitted

that the loss reduction trajectory given by the Commission through its very first Order was not

based on any indepth study or logical conclusion.

Even as per the Final Report of Financial

Restructuring Plan (FRP), which was the basic document of unbundling of erstwhil e U.P. State

Electricity Board (UPSEB),the energy loss reduction trajectory was given as detailed in the table

below:

Table 2.8: Loss Reduction Programme as per FRP of erstwhile UPSEB

Years FYOO | FYO1l | FY02 | FYO3 | FY04 | FY0O5 | FY06 | FYO7 | FY08 | FY09
Tech Transmission (%) 450 450| 450 450| 450| 450| 450| 450| 450| 4.50
Tech Distribution (%) 16.50| 16.50| 16.50| 16.00| 15.50| 15.00| 14.50| 14.00| 13.50| 13.00
Commercial (%) 20.50| 19.50| 18.50| 17.50| 15.50| 13.00| 10.50| 8.00| 6.00| 5.00
Total (%) 41.50| 40.50| 39.50| 38.00| 35.50| 32.50| 29.50| 26.50| 24.00| 22.50

Uttar akhand Electricity Regulatory Commission

17

S



Order on Retail Supply Tariff of UPCL f@01011

The Petitioner submitted that in its Tariff Petition for FY 2008-09, the Petitioner had
requested the Commission to consider a loss level of 26.80% within its distribution networ k.
However, the Commission in the Retail Tariff Order for UPCL for FY 2008 -09 approved a loss level
of 22.32% which was further reduced to 20.32% in the Tariff Order for FY 2009-10. The Petitioner
submitted that actual distribution loss for FY 2008 -09 wor ks out to 28.01% andas the Commission
has considered a reduction on the quantum of energy provisionally billed on the basis of NA, NR,
IDF, ADF, RDF, etc, the Petitioner has considered further enhanced distribution loss of 31.02%
during FY 2008-09.

The Petitioner submitted that since the sales for FY 200910 and FY 201611 as incorporated
in this Petition is after reducing the effect of dubious/ spurious sales on account of NA, NR, IDF,
ADF, RDF, etc., the actualdistribution losses in these years are boud to work out on higher side. It
is not possible to achieve the dstribution losslevels as approved by the Commission for FY 200809

and FY 200910.

The Petitioner has highlighted that the distribution network inherited by the Petitioner is
overloaded and inadequate to meet the growing demand of electricity within the State. In order to
strengthen and augment the distribution network, a number of capital projects/schemes are
envisaged for implementation. The Petitioner submitted that bulk of investments a re implemented
to achieve socioeconomic objectives of the State in providing power supply to even remote and far -
flung areas under schemes like PMGY, AREP, District Plan, State Plan, MNP, Nalkoop, RGGVY, etc.
Implementation of these schemes leads to increase of the LT network of the Petitioner further
contributing to distribution losses. The Petitioner has requested the Commission to reconsider the
above ground realities, while approving the ARR of the Petitioner by considering an achievable
distribution | oss target for FY 201011. ThePetitioner submitted that it would take up the challenge

to reduce its distribution losses to the level of 24.00% for FY 201611. Thesummary of the achievable

distribution loss as projected by the Petitioner for FY 2009-10 and FY 201011 is shown in the Table

below:
Table 2.9: Distribution LossLevel
Enerav Balance FY 200910 FY 201011
oy Approved | Estimated | Projected
Power Purchase Requirement (MU) 7490.04 8064.95 8552.96
Demand (MU) 5968.06 5968.06 6500.25
Distribution Loss (MU) 1521.98 2096.89 2052.71
Distribution Loss (%) 20.32% 26% 24%
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2.7 Details pertaining to various elements of ARR

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

same are detailed in the ensuing paragraphs.

2.7.1 Availability of Power and Power Purchase Cost

The Petitioner has estimated power availability during FY 2010-11 from various firm sources
on the basis of availability indicated by various Generating Companies, past trends and other
available information in the absence of specific indication by some of the Generating Companies.
The cost estimates forFY 201011 have been made by thePetitioner on the basis of relevant Tariff

Orders, recent bills, existing arrangements, notifications, etc. for various individual sources.

For all central generating stations, the Petitioner has considered theannual fixed charges for
FY 201011 equivalent to the approved annual fixed charges for FY 200809 and has not considered
the impact of the new Regulations issued by the CERC for Generation Tariff for the period April 1,
2009 onwards, asthe CERC Tariff Orders based on the new Regulations are yet to be issued The
Petitioner has requested the Commission to allow recovery of any increase in annual fixed cost due

to the new Regulation/Tariff Order of CERC in future years.

It has beensubmitted that the power purchase cost of FY 200910 has beencomputed based
on the actual bills received for the period from April , 2009 to Septembey 2009. In estimating the
optimal power purchase cost likely to be incurred by it for meeting the energy requirements within
the State, thePetitioner has followed the methodology adopted by the Commission in the previous
Tariff Orders . The Petitioner submitted that since the position of the Uttarakhand State has changed
from surplus power State to deficit power State, the methodology of monthly Merit Order Dispatch
allocating less costly power to the consumers in the State of Uttarakhand and identifying the costly
power for the trading function has been dispensed with, because no surplus power is left for

trading.

The Petitioner has not considered any Unscheduled Interchanges (Ul) with the regional grid,

as by their very nature, the quantum or the rate prevailing in real -time for such interchanges cannot

S

be projected. The Petitoner sub mi tt ed t hat it appreciates the

maintenance of grid discipline vis -a-vis such unscheduled interchanges with the grid, as

highlighted by the Commis sion in the Tariff Order dated October 23, 2009 and as such Ul

Uttar akhand Electricity Regulatory Commission 19



Order on Retail Supply Tariff of UPCL f@01011

overdrawal has been availed by the Petitioner in very exceptional circumstances and that too when
the frequency of the Grid had been equal to and above 49.2(Hz.
The projected availability from various firm sources of power and the associated cost

estimates are discussedn subsequent paragraphs.

2.7.1.1 Projected Availability from UJVNL

The Petitioner submitted that UIVNL has informed the indicative availability of 9 out of 11
main plants and Maneri Bhali-l1l. UJVNL has not indicated availability of Small Hydro Plants (SHP9

and 2 other main plants (Mohammadpur and Pathri).

The monthly pattern of availability from various plants considered by the Petitioner is as

follows:

A Considered the actual plant-wise energy from April 2009 to September 2009 and
worked out the total availability of power from the power stations of UJVNL as
approved by the Commission for FY 2009-10.

A The monthly power availability of Maneri Bhali Il considered based on the annual
and monthly power availability indicated by UJVNL.

A For existing SHPs, the energy availability considered based on the monthly
generation pattern over the last one year.

2.7.1.2 Cost of Power from UJVNL

For estimating the power purchase cost for FY 201611, the Petitioner has considered the
Annual Fixed Costs for the 9 main stations of UJVNL equal to Annual Fixed Cost of FY 2009-10 as
approved by the Commission in its Tariff Order dated October 23, 2009 for UJVNL for FY 2009-10
and estimated the primary energy rate based on these fixed costs and the estimated generation.
Further, the Petitioner has considered the cess as Rs. 0.30 per unit and royalty as Rs. 0.10 per unit of
generation based on thelatest GoU notifications. The energy rate for SHPs for FY 200910 ard FY
201011 has been consideredin accordance with the Order dated May 19, 2009 issued by the
Commission under UERC (Tariff & Other Terms for Supply of Electricity from Non -Conventional &

Renewable Energy Sources) Regulations, 2008.

2.7.1.3 Projected Availability from National Thermal Power Corporation Ltd. ( NTPC)
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The Petitioner has projected the monthly availability from NTPC stations based on firm
allocations to Uttarakhand and actual availability of power from the NTPC generating stations
during the period fro m April 2009 to September 2009 For remaining months energy availability as
approved by the Commission for FY 2009-10 has been considered. ThePetitioner has projected the
power availability for FY 2010-11 on the same lines except that expected availabiliy from new

Generating Stations of NTPC has been considered as reported from time to time.

2.7.1.4 Cost of power from NTPC

The Petitioner has analysed the variable cost per unit for various stations over April , 2009 to
September, 2009. ThePetitioner has estimated cost of power purchase from NPTC based on the

following assumptions:

A Average month -on-month increase in the rates for these stations has been considered
over rates during April 2009 to September 2009 in order to estimate the cost during
FY 201011.

A The Annual Fixed Charges for these stations have been considered on the basis of

CERC Tariff Orders. Since these Tariff Orders have approved Annual Fixed Charges
till FY 2008-09, the Petitioner has assumed Annual Fixed Charges for FY 20141 as
equal to the Annual Fixed Charge for FY 200809 for the respective station.

A Other Charges/Adjustments billed to UPCL on account of miscellaneous charges,
advance tax, etc., have been considered as average for the period April 2009 to
September, 2009. These charges have beeconsidered along with the fixed charges
payable by UPCL for various stations.

2.7.1.5 Availability of Power from NHPC Ltd. (NHPC)

The availability from these stations has been estimated by the Petitioner based on the
monthly design energy of the plants, the Pditioner6 s f i rm share and wunalll oc
and FY 201011.

NHPC has informed that in FY 201011, the new Station Sewall is likely to achieve
commercial operation on February 1, 2011. ThePetitioner has worked out the generation of this
power station as per design energy. ThePetitioner has assumed the availability of 45% PLF and

UPCLOds share of 3% for projecting the energy av
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purchase cost, the Petitioner has considered the rate as Rs. 4.00per unit, on the basis of price

indicated by NHPC, which is subject to approval by CERC.

2.7.1.6 Cost of Power from NHPC

The Petitioner has estimated cost of power purchase from NHPC based on the following

assumptions:

A

Annual Fixed Charges on the basis of CERC Taiff Orders. Since these Tariff Orders
have approved Annual Fixed Charges till FY 2008-09, the Petitioner has assumed
Annual Fixed Charges for FY 200910 and FY 201011 as equal to the Annual Fixed
Charge for FY 200809 for the respective station.

Other Charges/Adjustments as average for the period April 2009 to March 2009.
These charges have been considered along with the fixed charges payable for various
stations.

The variable rates of power procurement from these stations are based on CERC
norms, benchmarking them to the cost of thermal stations in the region. The

Petitioner has also considered the variable rates for these plants in the latest power
purchase.

For projecting the cost of free power for FY 200910 and FY 2010 11, the Petitioner
has considered the same rate of Rs. 1.81 per unit as approved by the Commission in
the Tariff Order dated October 23, 2009 for FY 200910.

Cost of power from Dulhasti new project of NHPC considered based on the
provisional rate approved by CERC.

2.7.1.7 Projected Availabilit y of Power from Other CGS

The Petitioner submitted that it had not received any details from Narora Atomic Power

Plant (NAPP) regarding availability from its stations for FY 2010 -11 and has, accordingly,

considered the average monthly share of UPCL in FY 208-09 for projecting monthly availability in
FY 200910 and FY 201611.

Uttarakhand has an allocation of 2.7% from Tehri-l station of THDC and an allocation of

12% royalty power from the station. The Petitioner submitted that THDC has informed the

availability of Power from Tehri -1 Station on the basis of which, the availability of power to UPCL

has been projected for FY 200910 and FY 201611.
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2.7.1.8 Cost of Power from Other CGS

The Petitioner has considered the perunit cost of power from NAPP at the average cat as
worked out for the period from April 2009 to September 2009. In case of Tehri-I, the Petitioner has
considered the CERC approved tariff.

2.7.1.9 Projected availability of Power from IPPs and UREDA Projects

The monthly availability of power for FY 2010 -11 from the Rajwakti station of Himurja has
been indicated by them to the Petitioner and the Petitioner has considered the same. Themonthly
availability of power from Hanumanganga , Debal and new Loharkhet stations has been considered
as indicated by the respective stations. The availability of power from UREDA projects of
Kandwashr am, Bhi kuri agad, Ramgad and Sol ar I nt e

indication s.

The annual availability of power from Co -generating plant, viz., RBNS Sugar Mills has been
considered asindicated by them. In the absence of monthly availability pattern, the Petitioner has
assumed that generated energy will be same for all the months. Uttarakhand has an allocation of
12% royalty power from the Vishnuprayag station. The Petitioner has projected the availability
based on the design energy of the plant and after considering 5% reduction as per the agreement

between Uttar Pradesh and Uttarakhand.

2.7.1.10 Cost of Power from IPPs and UREDA Projects

The Petitioner has considered cost of paver from Rajwakti (Him Urja) at Rs. 2.50 per unit as
per tariff indicated by it. For RBNS Sugar Mills station, cost of power has been taken as Rs. 3.32 per
unit based on thetariff approved by the Commission. Similarly, the cost for UREDA stations has
beenconsidered as Rs. 2.55 per unit. Cost of power from Hanumanganga has been considered as Rs.
2.65 per unit as per the tariff approved by the Commission. Similarly , the cost of Debal and

Loharkhet station s has been considered as Rs. 2.80/Unit.

2.7.1.11 Banking

The Petitioner was having arrangements with the Punjab State Electricity Board (PSEB),
Haryana, MP Trading Company, Gujarat and Delhi , for banking surplus energy during certain

months and withdrawing the banked energy along with an extra 5% during the months wh en the
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Petitioner faces a deficit energy situation. Settlement for any unbalanced amount takes place at the
end of the financial year as per the terms of the arrangement. This practice continued till the
Petitioner was having surplus power to bank. However , now the position has changed and the

Petitioner has no surplus power to bank.

The Petitioner submitted that it has made arrangements with BRPL and M/s. NTPC Vidyut
Vyapar Nigam Ltd. (NVVNL) for getting advance energy during certain months when the
Petitioner faces a deficit energy situation and withdrawing the banked energy along with an extra
5% during the months when surplus energy is available with the Petitioner. The Petitioner
submitted that settlement for any unbalanced amount takes place at the end of the financial year as

per the terms of the arrangement.

The Petitioner submitted that it was having advance banked energy of 9.80 MU from PSEB,
122.354 MU from BRPL, 5.93 MU from GUVVNL and 0.89 MU from M.P. Tradeco at the end of FY
200809. The Petitioner has received 0.79 MU from PSEB in April 2009 and thus the total energy
advanced by PSEB including 5% increasethereon amounting to 10.92 MU was returned in June
2009. Similarly, the balance energy of 122.354 taken in advance from BRPLill end of FY 2008-09
and additional energy of 20.986 MU received in April 2009 has been returned to BRPL including 5%
extra thereon totalling to 150.71 MU during the period from May , 2009 to Septembey2009.

The Petitioner submitted that it has banked with BRPL advan ce energy to the tune of 16.68
MU during FY 2009-10 which will be got returned back after including 5% extra to the extent of
17.54 MU in FY 200910 itself. The Petitioner proposed that it will receive in advance for Banking
168.00 MU from BRPL and 82.80 MU from NVVNL during FY 2009 -10, which will be returned
along with 5% extra in FY 2010-11. ThePetitioner submitted that during FY 2010-11, it will have to
return 250.80 MU energy taken in advance in FY 200910 from BRPL and NVVNL. The Petitioner
further su bmitted that it will give in advance to PSEB 37.00 MU for banking , which will be returned
by PSEBin FY 201112.

2.7.1.12 Losses external to UPCL system

The Petitioner submitted that while considering power procurement to meet the State
requirement, losses external to its system, i.e. in the Northern Region Power Grid Corporation of
India Ltd. (PGCIL) system and PTCULOSs nealrics beiasceuntednfor.sTges t e m

availability of power for the Petitioner (i.e. at UPCL system boundary) from various sources gets
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reduced to the extent of these losses and thePetitioner has, accordingly, incorporated them while

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

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

The Petitioner has also considered losses in the PTCUL system at 5%. These losses have
been considered in all energy transactions except in procurement from SHPs and UREDA stations

which are connected directly to the UPCL system.

2.7.1.13 Total Power Availability

Based on the availability of power from various sources as discussed above and after
considering losses external to UPCL system, the net energy availability to UPCL from various
sources for FY 200910 and FY 201011 is estimated at 7279.77 MU (excluding Ul
overdrawal/trading) and 7183.28 MU (excluding Ul overdrawal/trad ing) respectively. The net
energy required to meet the needs of the State at distribution periphery works out to 8064.95 MU
and 8552.96 MU for FY 200910 and FY 201611 respectively.

2.7.1.14 Merit Order Dispatch

The Petitioner submitted that it is having less power than its requirement and has got no
surplus for Trading and, therefore, no Merit Order Dispatch mechanism has been applied.
However, it has followed the merit order principle in scheduling the cheapest energy first for

meeting the State requirement

2.7.1.15 Procurement of Deficit Energy

The Petitioner submitted that availability from firm sources of power is not expected to
suffice for meeting the State requirement in the winter months and the Petitioner is in the process of

contracting for additional power thr ough various trading agencies.

The Petitioner has projected a deficit of 1369.68 MU at its boundary in FY 201611 and
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proposes to meet the deficit power by entering into short-term power purchase agreement/open
market purchase from traders. The Petitioner has assumed a rate of Rs. 5.24 per unit at regional
interface, i.e., Rs. 5.60 per unit at distribution boundary for purchase of this deficit power. The
Petitioner has also submitted that in case cost of procurement of deficit power goes above Rs. 7.35
per unit, the Petitioner should be either allowed to do load shedding or an appropriate recovery
mechanism has to be approved by the Commission to recover the additional cost of power on
monthly basis from the consumers as additional surcharge, as it will not be possible for the

Petitioner to absorb such additional cost.

2.7.1.16 Trading/Ul Underdrawal

The Petitioner submitted that it has done under -drawl of 152.76 MU in FY 200809. Higher
cost energy, not dispatched for meeting the State requirement, has been consideged for Ul under -
drawal. The cost of these underdrawls has been computed by the Petitioner based on the merit
order of dispatch and is Rs. 61.40 Crore and thePetitioner has earned Rs. 66.59 Crore against these
under-draw als, implying a profit of Rs. 5.19 Crore thereon, which has been considered under non-
tariff income. For FY 200910 and FY 201011, the Petitioner has estimated no surplus energy as it

will bank the surplus energy with the other Utilities .

2.7.1.17 Total Power Purchase Cost

Based onthe assumptions and methodology discussed above, the Petitioner has estimated
the total power purchase costs for meeting the State demand for FY 200910 and FY 201611 at Rs.
1728.11 Crore and Rs. 2071.95 Crore respectively

2.7.2 Transmission and Load Despatch Centre (LDC) Charges

The Petitioner has projected the transmission charges payable to NRLDC for the current and
ensuing year on account of Shortterm Open Access charges for return of banked power. The
Petitioner has further projected PGCIL charges for current year based on the bills received from
PGCIL for the period from April , 2009 to September 2009. For FY 200910 and FY 201011, the

Petitioner has considered transmission chargesequivalent to the charges for FY200809.

To estimate the transmission charges to be p& to PTCUL for the FY 2009-10, the Petitioner

has considered the transmission charges as approved by the Commission for FY 20090 in the

26 Uttarakhand Electricity Regulatory Commission



2Petitioner ds S

Tariff Order dated October 21, 2009 and accordingly projected them to be Rs. 75.81 CroreFor FY
2010-11 also, the Retitioner has considered the same per unit transmission charge as approved by

the Commission for the FY 200910.
2.7.3 Operations and Maintenance Expenses

The Petitioner submitted that the Commission, in the Retail Tariff Order for UPCL for FY
200708 and FY 20®-09, has approved a consolidated value of O&M expenses, factoring the effects

of inflation, i.e. 4% and the proportionate increase in the number of consumers of the Petitioner.

The Petitioner submitted that due to revision of pay scales of staff based on the
recommendations of Sixth Pay Commission, the increase in salary of staff including the payment of
arrears pertaining to the period from January , 2006 to March, 2009 in threeinstallments, it was not
possible for the Petitioner to afford such additiona | burden on Operation & Maintenance Expenses
through mere 4% increase in all the three components of Operation & Maintenance Expenses. The
Petitioner had projected the O&M Expensesin its Petition for FY 2010-11 in three components, i.e.
Employee Expenses, Administration & General (A&G) Expenses and Repairs & Maintenance

(R&M) Expenses separately, showing the details under each component as under:
2.7.3.1 Employee Expenses

The Petitioner h a s foll owed t he Commi ssionds appr oa
expenses, A&G expenses and R&M expenses for FY 200940 and FY 201011 considering FY 200809
as the base year. The Petitioner has estimated additional employee expenses on account of
recommendations of Sixth Pay Commission. The Petitioner submitted that it has assumed that
employees will start getting revised salary as per Sxth Pay Commission from April 2009 and they
will get 40% of the arrears for the period January 2006to March 2009 in FY 200910, 30% in FY 2010
11 and remaining 30% in FY 201112.

The Petitioner submitted that all the elements of Employee Cost during FY 2009-10 have
been taken into consideration by the Commission in its Tariff Order for FY 2009-10 except the
impact of installment of Dearness Allowance, which will become due w.e.f. January 1, 2010.The
Petitioner has submitted that since the payment of first installment of arrears is yet to be made the
reimbursement of any variation in payment during FY 2009 -10 over and above the amount of Rs.

42.47 Crore will be claimed in the next year along with the ARR and Tariff Petition for FY 2011-12.
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The Petitioner has projected employee cost for FY 201011 on the same assumptions as adopted by
the Commission for FY 200910 except that the amount of increase in Dearness Allowance which
will fall due on January and July next year has been claimed @6%. However, if the rates of these
installments are different, necessary adjustment towards such variation will be incorporated by the

Petitioner in the truing up submissions.
2.7.3.1.1 Salary

It has been submitted that the Commission in its Tariff Order for FY 2009 -10 projected the
salaries of the staff as Rs. 96.29 CroreAssuming that 50% of staff will get increment on July 1, 2010
and 50% on Januaryl, 2011, thePetitioner has proposed an additional amount of Rs. 1.44 Croe on
this account. The Petitioner has further submitted that the Commission has not considered the
impact of increase in salary of staff, on account of promotion. Since two increments are allowed
simultaneously on promotion, the Petitioner has proposed to increase the overall amount of impact
of such promotions from July, 2009 to March, 2011 @ 1% on total Salary. ThePetitioner has,
accordingly, projected atotal salary of Rs. 98.71 Crore for FY 2014.1.

2.7.3.1.2 Dearness Allowance

The Petitioner has submitted that in the pay scales effective from January 1, 2006 the
installments of Dearness Allowance are due on Xt January and st July of each calendar year. The
Petitioner submitted that since increasing trend has been noticed and in calendar year 2009 two
installments @ 6%and 5% have already been sanctionedl it is expected that during the period from
April 2010 to March 2011, impact of three installments will be due. The Petitioner has assumed two
installments of DA, each having impact of 6% for the FY 201011. The Petitioner has further
submitted that it has also taken into account the impact of Dearness Allowance installment, which
has become due on January 1, 2010and was not taken into consideration while projecting the

amount of Dearness Allowance for FY 2009-10.
2.7.3.1.3 Other Factors

The Petitioner submitted that other factors of the Employee Cost, viz., Other Allowances and

Ex-gratia have been kept constant except that the same have beelincreased proportionately to the

number of Employees. The Petitioner has project e d Empl oyeeds Contri

butii

encashment in proportion to the sal ary amount and Employeeds Contri

Gratuity and EPF has been worked out @ 17.9% on the total sum of Salary and Dearness
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Allowance.

The Petitioner has submitted that while approving the establishment cost for FY 2009 -10, the
Commission had deducted a sum of Rs. 16.36 Crore towards the contribution for Capital Works, but
in fact no capital investment was approved by the Commission for FY 2009-10 and, therefare, the
deduction so made was not genuine and proper. The Petitioner has proposed to claim restoration of
capital investment through truing -up along with other claims for FY 2009-10, at the time of filing
ARR and Tariff Petition for FY 2011-12 in the month of November 2010.

Table 2.10: Employee Cost for FY 201011 (Rs. Crore)

S.No Particulars Amount
1 Salaries
(i) Amount as on 01-04-2010 96.29
(i) Increment on 1st July, 2010 to 50% Employees @ 3% 1.44
(iii) Increment on 1st January, 2011 to 50% Employees @ 3% 1.44
(iv) Impact of pay fixation on Promotion @ 1% as on July 1, 2010 0.99
Sub-Total 100.16
2 Dearness Allowance (DA)
(i) 6% of Rs. 96.29 Crore for 1/2010 to 3/2010 1.44
(i) 33% of Rs 96.29 Crore for the period 4/2010 to 6/2010 7.94
(iii) 39% on Rs. 97.73 Crore for the period 7/2010 to 12/2010 19.06
(iv) 39% on Rs. 99.17 Crore for the period 7/2011 to 3/2011 9.67
Sub-Total 38.11
3 Other Allowances 15.62
4 Bonus Exgratia 1.62
5 Employer's Contribution towards Leave Salary 100.16 x 13.27/ 96.29 13.80
Sub-Total 169.31
6 Employer's Contribution towards Pension & Gratuity @ 17.91% on salary & 24.76
7 Employer's Contribution towards EPF Dearness Allowance '
8 2nd installment of VI Pay Commission Arrears 31.85
Gross Employee Cost 225.92
9 Less Capitalization 9.73
Net Employee Expenses including Arrears 216.19

2.7.3.2 Repairs & Maintenance (R&M) Expenses

For the purpose of projecting the requirement of R&M Expenses for FY 2010-11, the
Petitioner has distributed the quantum of increase in consumer base as allowed by the Commission
amounting to Rs. 2.59 Crore for FY 200809 and has reworked the allocation in individual items of
R&M Expenses to match with the trend of actual expenses incurred during FY 2008-09. The
Petitioner has projected the requirement of R&M expenses for FY 201011 by escalating the
reworked A&G expenses by 6.51%, which has been considered by the Commission for FY 2009.0.
The overall requirement of R&M Expens es projected by the Petitioner after taking the number of
consumers as 1420096 and 1518518 in FY 26Q9 and FY 201011 respectively, is shown in the Table

below:
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Table 2.11: R&M Expenses for FY 2010-11 (Rs.Crore)

FY 200910 (Re FY 201611 Based on FY 2010611 after including the impact of
S.No Item -
allocated) 6.51% increase consumer base
1 |Plant & Machinery 10.84 11.55 12.35
2 | Building & Civil Works 1.46 1.56 1.66
3 |Lines & Cable Network 30.99 33.00 35.29
4 | Vehicles 0.03 0.03 0.03
5 |Furniture & Fixtures 0.22 0.23 0.25
6 |Office Equipments 0.03 0.03 0.03
7 |Others 0.02 0.02 0.02
Total 43.59 46.42 49.63

2.7.3.3 Administrative & General (A&G) Expenses

For the purpose of projecting the requirement of A&G Expenses for FY 201611, the
Petitioner in its Petition, distributed the quantum of increase in consumer base as allowed by the
Commission amounting to Rs. 1.32 Crore for FY 200809 to individual items of A&G Expenses to
match with the trend of actual expenses as were incurred during FY 200809. The Petitioner has
worked out the A&G Expenses for FY 2010-11 by escalating the reworked A&G expenses by 6.51%
which has been allowed by the Commission for FY 2009-10. The overall requirement of A&G
Expenses projectel by the Petitioner after taking into account the number of consumers as 1420096
and 1518518 in FY 20040and FY 201011 respectively is shown in the Table below.

Table 2.12. A&G Expenses for FY 2010-11 (Rs.Crore)

FY 201011 FY 201011 after

S.No Item FY 200910 (Based on including the impact of
(Re-allocated) .

Escalation) consumer base
1 Rent, Rates & Taxes 0.47 0.50 0.53
2 Insurance 0.11 0.12 0.13
3 Telephone, Postage & Telegram 2.30 2.45 262
4 Legal & Professional Charges 3.57 3.80 4.06
5 Audit Fee 0.03 0.03 0.03
6 Fees & Subscription (ROC) 0.39 0.42 0.45
7 Conveyance & Travelling 4.56 4.86 5.20
8 Electricity & Water Charges 2.98 3.17 3.39
9 Printing & Stationary 1.84 1.96 2.10
10 | Advertisement & Promotion 1.87 1.99 2.13
11 | Licence Fee 0.06 0.61 0.65
12 | Other Expenses 4.25 4.53 4.84
Total 22.43 24.44 26.13
13 | Less: Capitalization 1.30 - 2.70
Total 21.13 24.44 23.43

The Petitioner submitted that while approving the establishm ent cost for FY 200910, the
Commission has deducted a sum of Rs. 1.30 Crore towards the Contribution for Capital Work, but
in fact no capital investment was approved by the Commission for FY 2009-10 and, therefore, the

deduction so made was not genuine and proper. The Petitioner has proposed to claim restoration of
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capital investment through truing -up along with other claims for FY 2009-10 at the time of filing

ARR and Tariff Petition for FY 2011-12 in the month of November, 2010.

2.7.4 Operations and Maintenance (O&M) Expenses

The summary of t otal O&M Expenses projected by the Petitioner for FY 201011 based on the

above computations is shown in the following Table:

Table 2.13: O&M Expenses for FY 201011 (Rs. Crore)

S.No ltem FY 200809 FY 200910 FY 201011
Actual Approved Projected
1 Employee Cost 130.50 173.42 194.07
2 Arrears of 6th Pay Commission 0.00 42.47 31.85
3 R & M Expenses 38.50 43.59 49.63
4 A & G Expenses 19.33 22.43 26.13
5 Total 188.33 281.9 301.68
6 Less: Capitalization
(a) Employee Cost 28.74 16.36 9.73
(b) A & G Cost 4.17 1.30 2.70
7 Net O & M Expenses 155.42 264.25 289.25

2.8 Investment Plan

The Petitioner has submitted that it has executed various capital works amounting to a bout
Rs. 364.43 Crore on various projects in FY 20089. The investment plans for FY 200910 and FY
201011 have been drawn up considering the expected investments under various schemes like
District Plan, State Plan, RGGVY, APDRP, PMGY and MNP including investment under system
improvement works to be carried out by the Petitioner. The funding pattern of these investments

has also been identified as per the details of these schemes.

The Petitioner has also proposed to make significant investments in the ensuing year in
installation of new sub -stations and distribution transformers, up -gradation of existing sub -stations
and distribution transformers, laying of new lines, replacement of poles, etc. The Petitioner
submitted that these investments are not covered under the various schemes like RAPDRP, but are
essential to ensure quality of supply to the consumers.

These capital investments have been estimated at division level for FY 200910 and FY 2010
11. ThePetitioner has considered financing of these investments in FY 201011 through loans from
the State Government, REC or PFC.The Petitioner has also indicated the deficit in expenses
incurred and receipt from consumers by it towards releasing new LT connections. The Petitioner

has submitted that it has managed this deficit through funding from revenue collection and by
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cash/liability/credit management mechanism. The Petitioner requested the Commission to approve

this deficit as equity invested/loan borrowed by the

Petitioner in the business and allow 14%

return/interest on loan on the deficit amount. The Petitioner has also projected the receipt of

additional equity of Rs. 15 Crore in FY 2010-11 from GoU for financing the capital works in FY 2010 -

11. The details of the investment plan for FY 200910 and FY 201011 is presented in the following

Tables:
Table 2.14: Investment Plan for FY 200910 (Rs. Crore)
S.No. ltem Grant / Internal Loan/eqL_Jity/dep Funding
Funds osits Agency
A) SCHEME -WISE CAPITAL WORKS 0.00 21.01 GoU
1 District Plan 0.00 0.00
2 State Plan 0.00 0.00
3 Rural Electrification 140.0¢ 15.00 REC/GoU
a|RGGVY 0.00 0.00
4 Private Tubewell 0.00 0.00
alEnergisation of Private Tubewell 0.00 0.00
b|Feeder Segregation 0.00 0.00
5 APDRP 0.00 0.00
6 PMGY 0.00 0.00
7 MNP 0.00 0.00
8 Others 0.00 0.00
9 R-APDRP 0.00 3.62 PFC
Sub-Total (A) 140.0Q 39.63 -
B) OTHERS - INTERNAL CAPITAL WORKS
1 New 33/11 KV Sub -station 0.00 1.10
2 New 33 KV lines for feeding new 33/11 KV S/s 0.00 0.60
3 Increasing capacity of 33/11 KV Sub-station 0.00 3.10
4 Increasing 33 KV lines from existing S/s 0.00 0.50
5 Renovation of 33 KV Sub-Stations 0.00 0.60
6 New 11 KV Composite Main lines 0.00 2.00
7 11KV lines upgrading /strengthening 0.00 2.60
8 Installation of new 11/0.4 KV Distribution Transformers 0.00 2.00
9 Increasing capacity of 11/0.4 KV Distribution 0.00 0.60
Transformers
10 Construction of New LT Lines 0.00 0.90
11 Strengthening of LT Lines 0.00 2.00
12 Installation of Meters 0.00 6.60
13 Installation of Metering cubical/ CT/PT/ AMRS 0.00 2.50
14  |Ariel Bunch Conductors 0.00 1.70
15  |Civil Works 0.00 2.40
16 Vehicles, Furniture & Fixtures 0.00 0.10
17 Office Equipments & Computers 0.00 0.10
18 Consumer Service Centre 0.00 0.50
19 MCCB/Capacitor/ Insulator 0.00 0.20
20 Replacement of Poles 0.00 0.20
21 Misc. Works (System Studies/ Network Improvement & 0.00 0.80
Others)
Sub-Total (B) 0.00 31.10
Total 140.0Q 70.73
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Table 2.15: Investment Plan for FY 2010-11

Grant/Internal

Loan Amount

S.No. Item Funds Received Funding Agency
A) SCHEME-WISE CAPITAL WORKS
1 District Plan 0.00 35.00 GoU
2 State Plan 0.00 30.00 GoU
3 Rural Electrification 0.00 0.00
a | RGGVY 90 10.00 REC/GoU
4 Private Tubewell 25.00 0.00 GoU
a | Energization of Private Tubewell 0.00 0.00
. Financial
Feeder Segregation 0.00 60.00 Institutions/Go U
5 APDRP 0.00 0.00
6 PMGY 0.00 0.00
7 MNP 0.00 0.00
8 Equity 0.00 0.00
9 Others (REC & NABARD for PTCUL) 0.00 0.00
10 R-APDRP 0.00 87.48 PFC
Sub-Total [A] 115.00 222.48
B) OTHERS- INTERNAL CAPITAL
WORKS
New 33/11 KV Sub -station 0.00 3.10
New 33 KV lines for feeding new 33/11
2 KV S/S 0.00 1.80
3 Incr_easing capacity of 33/11 KV Sub- 0.00 930
station
4 Increasing 33 KV lines from existing S/s 0.00 1.50
5 Renovation of 33 KV Sub-stations 0.00 1.80
6 New 11 KV Composite Main lines 0.00 6.20
7 11 KV lines upgrading/strengthening 0.00 7.80
Installation of new 11/0.4 KV
8 Distribution Transformers 0.00 2.20
9 In.cre.ashjg capacity of 11/0.4 KV 0.00 1.80
Distribution Transformers
10 | Construction of New LT | ines 0.00 2.70
11 | Strengthening of LT lines 0.00 6.50
12 Installation of Meters 0.00 19.20
Installation of Metering
13 cubicles/CT/PT/AMRS 0.00 7.50
14 | Ariel Bunch Conductors 0.00 5.10
15 Civil Works 0.00 7.20
16 | Vehicles, Furniture & Fix tures 0.00 0.30
17 | Office Equipments & Computers 0.00 1.80
18 Consumer Service Centre 0.00 0.60
19 | MCCB/Capacitor/Insulator 0.00 0.60
20 | Replacement of Poles 0.00 0.60
21 Misc. Works (System Studies/Network 0.00 2 40
Improvement & Others)
Sub-Total [B] 0.00 90.00
GRAND TOTAL 115.00 312.48
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The details of the investments capitalized and works in progress are shown in the Table

below:
Table 2.16: Capital Work in Progress (Rs. Crore)
FY 200910
S.No Iltem Fz{Aitou(ﬁ)og (Revised FPYroz'gitoe %ﬁ
Estimate) )
1 Opening Balance 629.41 707.67 309.95
2 Add: New Investments
Base _Expend|ture (incl. IDC & 388.18 226.20 248.50
Establishment)
3 Less:
Investment Capitalised 309.92 623.92 452.60
Adjustments
4 Closing balance 707.67 309.95 105.85

Hence, the Petitioner has projected the total investment capitalisation of Rs. 623.92 Crore
and Rs. 452.60 Crore for FY 20090 and FY 201611 respectively.

2.9 Fixed Assets and Depreciation

The Petitioner submitted that the division of assets and liabilities between the Petitioner and
UPPCL as on November 8, 2001 (i.e. the date of transfer determined by the Government of India)
was based on the principles/methodology for the same as specified by Gol vide its Order No.
42/7/2000 R&R dated November 5, 2001 under section 63(4) of the Uttar Pradesh Reorganisation
Act, 2000. The Petitioner has subsequently considered additions to the gross block based on

capitalisation of works under various schemes and projects carried out by it.

The fixed assets of UPCL have been considered after adjusting for removal of PTCUL assets
from the books of accounts of UPCL, pursuant to the Transfer Scheme notified by the State

Government dated May 31, 2004.

The following Table outline s the fixed assets as proposed by thePetitioner for FY 200910
and FY 201011.

34 Uttarakhand Electricity Regulatory Commission



2.Pet i

tioner ds

Table 2.17: Gross Fixed assets for FY 201011 (Rs. Crore

S

FY 200809 (Actual) FY 200910 (Revised Bstimates) FY 201011 (Estimated)
(Current Year)
S.No. Asset Groups Opening Ad(_iitions Ded_uctions Closing Adc_iitions Ded_uctions Closing Adc_iitions Ded_uctions Closing
during the | during the during the | during the during the | during the
Balance Balance Balance Balance
year year year year year year
1 Land & Rights 6.24 4.54 0.00 10.78 1.60| 0.00 12.38 1.60 0.00] 13.98
2 Buildings 65.41 7.22] 0.00 72.63 9.70| 0.00 82.33 9.70] 0.00] 92.03
3 Hydraulic Works 0.37 0.12] 0.00 0.49 0.00 0.00 0.49 0.00 0.00 0.49
4 Other Civil works 1.25 0.26] 0.00 1.51] 0.92 0.00 2.43] 0.40] 0.00] 2.83
5 Plant & Machinery 256.73 85.77| 44.37| 298.13] 204.70 32.56 470.27| 104.70 28.60| 546.37|
6 ,\'l‘glfv‘:‘)icab'e 154457  105.15 370| 164594  403.90 0.00| 2049.84  333.90 250 2,381.28
7 Vehicles 2.84 0.03] 0.03 2.83] 0.00 0.00 2.83] 0.20] 0.00] 3.03
8 Furniture & Fixtures 2.28 1.12 0.00 3.39 0.10 0.00 3.49 0.10 0.00 3.59
9 Office Equipment 10.21] 2.31] 0.01 12.51] 3.00] 0.00 15.51] 2.00] 0.00] 17.51]
Total 1,889.84 206.52 48.11] 2,048.25 623.92 32.56] 2,639.6] 452.60 31.10 3,061.1]
In compliance with t h e Commi ssionds direction rassgta r d i

register, the Petitioner submitted that it had invited bids through open tender basis and the

assignment has been awarded to the successful bidder(s) to complete the detailed fixed asset

registers, including identification, physical verification, v aluation of all fixed assets category-wise

and location-wise as per the guidelines prescribed in the Companies Act, 1956 in a timebound

period.

Pending the finalisation of the fixed asset registers, depreciation has been computed by the

Petitioner based on norms specified in the Regulation 15 of Distribution Tariff Regulations issued

by the Commission. The Petitioner submitted that it has also applied for obtaining clearance for all

EHT and HT works from Electrical Inspector. The Petitioner will submit th e same as soon ashe

clearances are received from Electrical Inspector.

2.10 Interest on Loans

The Petitioner has estimated the interest and finance charges separately for each loan availed

by it under various schemes. As regards loans/liabilities transferred

to UPCL under the transfer

arrangement based on the Government of India order effective from November

9, 2001, the

Petitioner submitted that these liabilities have been transferred to it vide the above mentioned

transfer arrangement and pending finalisatio n of various issues between UPCL and UPPCL, the

Petitioner is not claiming any interest charges under the heads of GPF liabilities, CPSU dues, and

power purchase dues up to November 08, 2001 in this Petition. The interest charges claimed by the

Petitioner for FY 200910 and FY 201011 are presented in the following Tables:
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Table 2.18: Interest and Finance Charges for FY 200910 (Rs. Crore)

Opening . Closing Rate of Interest
S.No Item Receipts | Repayment Interest
Balance Balance (%) Payable
A) GOU LOAN
1 District Plan
a | District Plan-1 13.48 0.00 1.81 11.67 6.50 0.86
b | District Plan -2 3.64 0.00 0.91 2.73 13.50 0.55
c | District Plan -3 10.65 21.01 1.06 30.60 8.50 2.70
2 PMGY
a | PMGY 3.19 0.0 0.23 2.96 12.00 0.36
b | PMGY 0.74 0.00 0.05 0.69 11.50 0.08
c | PMGY 0.65 0.00 0.03 0.62 10.50 0.06
3 APDRP
a | APDRP 3.87 0.00 0.20 3.67 10.50 0.36
b | APDRP 1.52 0.00 0.10 1.42 12.00 0.24
c | APDRP 10.54 0.00 0.90 9.64 11.50 1.44
d | APDRP 1.96 0.00 1.60 0.36 13.50 0.24
e | APDRP 5.40 0.00 0.20 5.20 9.00 0.48
f | R-APDRP 2.44 0.12 2.56 11.00 0.27
4 MNP
a | MNP 57.16 0.00 4.10 53.06 11.50 6.48
b | MNP 2.04 0.00 0.10 1.94 12.00 0.12
5 STATE PLAN
a | State Planl 29.09 0.00 3.41 25.68 6.50 1.89
b | State Plan2 6.61 0.00 1.62 4.99 13.50 0.83
c | State Plan3 3.61 0.00 0.36 3.25 8.50 0.15
6 REC -AERP 65.57 0.00 8.03 57.54 3.00 1.98
7 | Raiiv Gandhi 58.66 9.78 0.00 68.44| 5to11.50 5.82
Gramin Yojana
Sub-Total [A] 280.82 30.92 24,71 287.03 24.91
Transfer Scheme
B) -
Loans
8 REC- OLD 257.03 0.00 8.69 248.34 - 31.35
9 GOUP LOANS 67.73 0.00 0.00 67.73 - 0.00
10 | GPF DUES 127.10 0.00 0.00 127.10 - 0.00
11 | CPSU DUES 572.00 0.00 0.00 572.00 - 0.00
POWER
12 | PURCHASE 123.16 0.00 0.00 123.16 - 0.00
DUES
SECURITY
13 DEPOSIT 178.77 32.32 0.00 211.09 6.00 23.39
Sub-Total [B] 1325.79 32.32 8.69 1349.42 - 54.74
TOTAL [A+B] 1606.61 63.24 33.40 1636.45 - 79.65
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Table 2.19: Interest and Finance Charges for FY 201011 (Rs. Crore)

S. Opening . Closing Rate of Interest
Item Receipts | Repayment Interest
No Balance Balance (%) Payable
A) | GOU LOAN
1 | District Plan
a | District Plan-1 11.67 0.00 1.81 9.86 6.50 0.86
b | District Plan-2 3.64 0.00 0.91 2.73 13.50 0.55
District Plan -3 30.60 0.00 1.06 29.53 8.50 2.70
2 | PMGY
a | PMGY 3.10 0.00 0.23 2.87 12.00 0.36
b | PMGY 0.72 0.00 0.05 0.67 11.50 0.08
c | PMGY 0.64 0.00 0.03 0.61 10.50 0.06
3 | APDRP
a | APDRP 3.79 0.00 0.20 3.59 10.50 0.36
b | APDRP 1.48 0.00 0.10 1.38 12.00 0.24
c | APDRP 10.18 0.00 0.90 9.28 11.50 1.44
d | APDRP 1.90 0.00 1.60 0.30 13.50 0.24
e | APDRP 5.32 0.00 0.20 5.12 9.00 0.48
f | R-APDRP 2.56 0.00 0.00 2.56 11.00 0.27
4 | MNP
a | MNP 55.52 0.00 4.10 51.42 11.50 6.48
b | MNP 2.00 0.00 0.10 1.90 12.00 0.12
5 | STATE PLAN
a | State Planl 25.68 0.00 3.41 22.27 6.50 1.89
State Plan2 6.61 0.00 1.62 4.99 13.50 0.83
c | State Plan3 3.25 0.00 0.36 2.89 8.50 0.15
6 | REC-AERP 64.19 0.00 8.03 49.52 3.00 1.98
7 | Raiv Gandhi 68.44 0.00 0.00 68.44| 510 11.50 5.82
Gramin Yojana
Sub-Total [A] 301.29 0.00 24,71 269.93 2491
B) Transfer
Scheme Loans
8 | REC OLD 248.34 0.00 10.40 237.94 - 30.39
9 | GOUP LOANS 67.73 0.00 0.00 67.73 -
10 | GPF DUES 127.10 0.00 0.00 127.10 -
11 | CPSU DUES 572.00 0.00 0.00 572.00 -
POWER
12 | PURCHASE 123.16 0.00 0.00 123.16 -
DUES
SECURITY
13 DEPOSIT 211.09 25.78 0.00 236.87 6.00 26.88
Sub-Total [B] 1349.42 2578 10.40 1364.80 57.27
TOTAL [A+B] 1650.71 25.78 35.11 1634.73 82.18

2.11 Interest on Working Capital

The Petitioner has stated that it has considered working capital and interest cost thereon in
accordance with Regulations. Working Capital has been stated to be calculated based on Regulation

14(2) and includes the following components:
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()  One month O&M expenses inclusive of maintenance spares forming part of R&M
expenses
(i)  Capital required for financing the shortfall in collections
(i) Receivables for sale of eletricity equivalent to billing cycle suitably adjusted for

security given by consumers and credit given by suppliers

The Petitioner has considered collection efficiency of 96% for the current yeari.e. FY 200910
as well as for the ensuing yeari.e. FY 2010-11. Receivables have been estimatedy considering 60
dayso®6 billing

cycle with suitable adjustments

The interest on working capital has been calculated considering the interest rate of 10.25%.

The summary of estimated working capital and interest on working capital is given in  the following
Table:
Table 2.20: Interest on Working Capital (Rs. Crore)

. FY 200910 FY 201011
S. No Particulars FY 200809 (Approved) (Projected)

1 O&M Expenses 14.92 22.02 24.10
2 Collection Inefficiency 79.52 82.71 109.14
3 Receivables 261.43 315.62 454.98

Sub-Total 355.87 420.35 588.22
4 Less: Security Deposit, etc 294.21 302.34 396.64
5 Net Working Capital 61.66 11801 191.58
6 Interest Rate 10.25% 12.25% 10.25%
7 Interest on Working Capital 6.32 14.46 19.64

2.12 Provision for Bad and Doubtful Debts

The Petitioner has submitted that it has finalised a suitable policy for provisioning for and
writing off bad debts for implementation , which has been approved by the Board of Directors. The
Petitioner submitted that annual provisioning towards bad and doubtful debts is an accepted
method of accounting and also recognised by other State Electricity Regulatory Commissions. The
Petitioner has considered a provision of Rs. 57.56 Crore and Rs. 68.28 Crore for FY 2049 and FY
201011 respectively, at a conservative level of 2.5% of the revenue to be billed during the current

and ensuing year.

2.13 Return on Equity

The Petitioner submitted that the Commission had allowed Return on Equity (ROE) for the

assets capitalised under system improvement schemes funded out of equity based on themeans of
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finance. The Petitioner submitted that the Commission has considered the Petitionerd s  sissitnm
in this regard and approved a RoEof Rs. 0.76 Crore at the rate of 14% on the equity of Rs. 5.43 Crore
for FY 200708 and FY 200809. ThePetitioner has claimed RoE at the rate of 14% per annum for FY
200910 and FY 201011. ThePetitioner has projected the receipt of additional equity of Rs. 15 Crore
in FY 201011. Accordingly, it has claimed RoE of Rs. 2.94 Crore on equity base of Rs. 21.03 Crore for
FY 201011.

2.14 Non -Tariff Income

The non-tariff income for the Petitioner primarily comprises of meter rent, discount/rebate
on timely payment of power purchase bills, income from fixed deposits and delayed payment
charges from consumers. ThePetitioner has submitted that the income from sale of apparatus and
scrap has not been considered as the same carot be estimated. The Petitioner submitted that it has
not estimated any surplus power trading during FY 2009 -10 and FY 201011 and, hence, it has not
considered any power trading income from sale of surplus energy. The Petitioner has projected the
non-tariff income for FY 2009-10 and FY 201611 as Rs. 38.40 Crore an#Rs.38.77 Crore respectively.

2.15 Aggregate Revenue Requirement for FY 2010-11

On the basis of the projected expenses RoE and Non-Tariff Income for FY 201011, the
projected ARR for 201311 is simmarised in following Table.
Table 2.21: Aggregate Revenue Requirement for FY 2010-11 (Rs. Crore)

FY 201011
S.No. Item Projected
Expenditure
1 Power Purchase Expenses 2,071.95
2 Transmission Chargeso PGCIL 91.14
3 Transmission Chargesd PTCUL 108.73
4 O&M expenses 289.25
5 Interest charges 83.99
6 Depreciation 40.62
7 Interest on Working Capital 19.64
Gross Expenditure 2,705.32
Other Expenses / Appropriations
8 Provision for Bad & Doubtful Debts 68.28
9 Return on Equity 2.94
Net Expenditure 2,776.55
10 Less: Non Tariff Income 38.77
Net Aggregate Revenue Requirement 2,737.78
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The Commission has received suggestions andobjections on ARR and Tariff proposal of
UPCL for FY 201011. A list of respondents who have submitted these responses are given in
Annexure -4 and the respondents who appeared in the public hearings are enclosed in Annexure -5.
The Commission has also obtdned Responses from UPCL on the Comments received from
stakeholders. Since several issues are common and have been raised by more than one respondent,
all Comments have been clubbed issuewise and summarised below. These issues have also been
duly consider ed while analyzing the factors affecting the tariff determination in the later Sections in

this Order.
3.1 Domestic Tariff

3.1.1 Tariff Increase

3111 St akehol dersd Comment

Ms. Geeta Bisht of Mahanagar Congress Seva Dal, Dehradun and several respondents
opposed the increase in tariff proposed by the Petitioner and mentioned that the existing tariff for
domestic category should not be increased as the tariff was increased recently.

All India Consumers Council (AICC) opposed the proposed increase in the Fixed Demand
charges for consumers having load up to 4 kW, from Rs. 20 to Rs. 24 per kW per month and
submitted that the concept of fixed charges for domestic category should be abolished and instead
of fixed charges, the concept of minimum charges may be approved. AICC furth er submitted that
since there has been no mention about the fixed charges in the proposed tariff for consumers with
load more than 4 kW, it is assumed that the fixed charges for consumers with load more than 4 kW
is nil. AICC also opposed the proposed increase in energy charges from Rs. 2.20/kWh to Rs.
2.64/kWh.

Shri. Manmohan Kansal from Dak -pathhar Vyapaar Mandal, Dehradun submitted that UPCL
is trying to burden the consumers with increased tariff despite its own inefficiencies towards the
high transmission & distribution loss and increased power theft. He further added that despite
increase in hydro power generation in the State from FY 200708 to FY 200809, it is unethical to

increase the retail tariff. He suggested that UPCL should implement other measures to save
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electricity as already adopted by the neighbouring State Himachal Pradesh, where State
Government has distributed four Compact Fluorescent Lamps (CFL) per household to control the
power consumption thereby saving the generated power and selli ng it to the power deficient states
at slightly higher rates. He again submitted that the increase in residential tariff from Rs. 2.20/kWh
to Rs. 2.64/kWh is completely unjustifiable. Moreover, it was further submitted that the increase in
commercial tarif f in the range of Rs. 0.64/kWh to Rs.0.78/kWh over the existing tariff is completely
unjustifiable.

Shri R.N.Mathur, President, Mussoorie Hotel Association submitted that the proposed
increase of 64 Paisa/kWh from Rs. 2.00/kWh to Rs. 2.64/kWh, within a sp an of six months is
exorbitant and the domestic consumers will be overburdened. He also opposed the proposed
increase of fixed charges from Rs. 20 to Rs. 24 per connection as the same would put additional
burden on the consumers, who have already taken up higher loads based on their requirement.
Further, he suggested that the fixed charges should be based on per connection instead of per kW of
load as proposed by UPCL.

State Licensee Electrical Contractors Association, Uttarakhand submitted that BPL and
Kutir Jyotid consumers are availing the advant a
requested that these categories should not be provided the benefit of reduced tariff.

Shri Narendra Pal Singh, Consumer Care Consultancy, Rishikesh, submitted that there
should not be any increase in tariff as it has been recently increased in the month of October 2009.

Lok Seva Samiti submitted that the proposed requirement for increase in tariff is towards

the unreal revenue losses incurred by UPCL by its dishonest corporation staff.

Shri Gopal Singh Rawat, MLA, Uttarkashi submitted that the tariff for Snow bound
consumers should be further reduced. Several other objectors also submitted that in Snow bound
areas, due to extreme climate conditions (due to heavy snaw there are various disturbances such as
tripping of lines, etc.), power supply is effectively available for only 6 months in a year. Hence, the
minimum charges and fixed charges for consumers in Snow bound areas should be waived for six

months of the year.

Several Objectors from Uttarkashi submitted that electricity should be given free of cost to
consumers in Uttark ashi area and if it is not possible to provide free electricity, then tariff should be
reduced to 50% of the existing tariff. They also added that under the earlier UPSEB tariff structure,

consumers in hilly areas were getting a Hill Rebate and as most of the hydel power generation is
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located in Uttarkashi, the consumers of Uttark ashi should get some benefit in tariff, since they have
had to be re-settled and sacrifice their land at low rates and currently staying in an earthquake
prone area due to construction of dams.
Gal walia I spat Udyog Ltd. and Khatema Fibres Lt

provision of fixed charges in RTS-1 caegory on the basis of contracted load.

3112 Pet i t iRegpansed s

As regards the contention raised by several objectors that since the tariff has been revised
recently, the same should not be increased again, the Petitioner submitted that due to delay in the
submission of the Petition for the determination of ARR and retail tariff for FY 2009 -10, the revised
tariff rates had been applicable for only six month time period starting from October 01, 2009 vide
Tariff Order dated October 23, 2009. Moreover, in accodance with the provisions of the Electricity
Act, 2003, the tariff has to be determined each year and the increase in tariff has been proposed to
meet the projected revenue gap during FY 201011.

As regards the suggestions of the objectors regarding distribution of CFL, UPCL submitted
that the scheme of distribution of CFL is under consideration and sincere efforts are being taken to
implement the scheme as soon as possible. The Petitioner further added that instead of distribution
of CFL free of cost, CFLshould be purchased and used as this would be beneficial to consumers as
well as it would reduce the power consumption thereby reducing the electricity bills.

As regards the contention raised regarding the
J y ocoriswiners and misuse of electricity by them, the Petitioner submitted that the connections to
consumers of this category are released only when
satisfy the Government notified norms. Moreover, if any misuse of thes e benefits is observed, the
same may be informed to the Petitioner by the Association. The Petitioner will take the necessary
immediate actions and for consumers found to misuse the benefits, the concerned consumers will
be disqualified for such benefits.

As regards the contention raised by Shri Gopal Singh Rawat, MLA, Uttarkashi, the Petitioner
submitted that no increase has been proposed in Snow bound areas and also no fixed charge or
minimum charge has been proposed for this consumer category. However, only energy charge has
been proposed and hence in case of no energy consumption for the period of six months, consumers

will not be liable to pay any charges.
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As regards the contention raised by AICC regarding the increase in fixed charges, the
Petitioner submitted that in accordance with section 45(3) of the Electricity Act, 2003, the
Distribution Licensee is entitled to charge a fixed charge in addition to the energy charges. The
Petitioner further submitted that it has proposed two part tariff for FY 2010 -11 considering its ARR
for the year and the proposed increase in tariffs is required to meet the expenses essential for
carrying out various activities related to the distribution of electricity in the State. In case, fixed
charges are reduced, rate of errgy charges per unit shall be increased. The Petitioner further
clarified that the fixed charges for domestic consumers having load above 4 kW have also been
proposed at Rs. 24/kW/month.

As regards the contention raised by Mussorrie Hotel Association, the Petitioner submitted
that the load in domestic category typically varies mainly from 0.5 kW to 10 kW and considering the
same, fixed charges in domestic category has been proposed on perkW of load basis, so that the

consumer using more load should pay more fixed charge.
3.1.2 Special Tariff

3121 St akehol dersd Comment

Shri Gopal Singh Rawat submitted that the consumers who are residing at border areas and
who have provided their land for hydel power plants should be provided electricity without any

charge.

3.1.2.2 Petitoner 6 s Response

The Petitioner submitted that it is an organisation which has to optimise its expenditure
from the revenue earned by way of tariff rates. Tariff rates are decided under the provisions of the
Electricity Act, 2003. Moreover, it submitted that i n accordance with the decisions taken by the State
Government, the tariff rates applicable for PWD, residential as well as Government employee

consumers have been considered at lower level.
3.1.3 Categorisation of consumers

3131 St akehol dersd Comment

Some of the obgctors submitted that categorisation of the consumers on the basis of purpose
is unjustifiable, even though the product being sold is the same. They further submitted that in all
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other businesses, the products are different, but the same product is sold atthe same rate to all the
consumers and, accordingly, requested the Commission that there should be a single tariff category,
with higher tariff for higher consumption.

3132 Petitionerds Response

The Petitioner has not submitted any comment on this issue.

3.1.4 Miscellaneous

3.1.4.1 Free Electricity in border areas in U ttarkashi area

31411 St akehol dersdo Comment

Shri Gopal Singh Rawat, MLA, Uttarkashi, submitted that some villages from Uttarkashi
area are on China and Tibet border area and the people in those areas live in extreme anditions as

border guards. So, these selected villages should be provided electricity free of cost.

31412 Petiti onerds Response

The Petitioner submitted that in accordance with decisions taken by the State Government,
the tariff rates applicable for PWD, residential as well as the Government employee consumers have

been considered at lower level.

3.1.4.2 Reduction in Load Shedding

31421 St akehol dersd Comment

Shri Gopal Singh Rawat, MLA, Uttarkashi submitted that the monthly maximum
consumption of Uttarkashi is 8 MW to 9 MW. As, there are no heavy industries in this area and the
electricity consumption is only for the essential purpose, the load shedding in this area should be
abolished. Vidyut Upabhokta Sangh, Pachhwadun also supported that there should be no load
shedding.

31422 Peti ti onerds Response
As regards the contention raised by objectors regarding load shedding, the Petitioner
submitted that it is continuously trying for reliable and quality power supply to its consumers.

However, during deficit situations, it has to purcha se power from the Grid under Ul mechanism
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and other sources in the open market and the purchase rate for this power is around Rs. 7.35/kWh.
Accordingly, in case of unavailability of power from the Grid during deficit situations, load

shedding is carried out sometimes. The Petitioner further submitted that the load shedding
protocols are being approved by the Commission from time to time which is being adhered by the
Petitioner and in the current load shedding protocols, load shedding in the hilly area has b een

approved at minimum level.
3.1.4.3 Street Light Operation

31431 St akehol dersd Comment

Shri Arun Kumar, President, RTI Club, Uttarakhand submitted that the street lights should
be operated from a single source. He submitted that street lights are often found in swit ch on mode
and also objected the practice of switching off by the employees of UPCL in such case on pole by
pole basis. To prevent such practices, he suggested that that UPCL should ensure that street lights

of every area should be operated from the sub-station directly to prevent losses.

31432 Petitionerds Response

The Petitioner submitted that in accordance with the Order issued by the Commission, a
sum of Rs. 10/light point per month is chargeable from Local Bodies (Nagar Nigams) for operation
and maintenance of street lights. However, in cases where the operation and maintenance of street
lights is being done by local bodies, no maintenance charge is being charged from them by the
Petitioner.

As regards the contention raised by the objector regarding finding s treet lights in switch on
condition, the Petitioner submitted following reasons:

U0 Nagar Nigams switch on the light for replacement of bulbs and for testing purposes
etc.

0 Nagar Nigams have installed street lights on some colonies/places. The
responsibility t o switch-off these street lights was with the residents on whose
request Nagar Nigam have installed these lights however these residents do not
switch off the same in time and therefore, sometimes the lights are found in switch -

on condition during day time also.

3.1.4.4 Distribution System Improvement
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31441 St akehol derso®o Comment

Galwalia Ispat Udyog Ltd. as well as Khatema Fibres Ltd. submitted that the current Petition
filed by the Petitioner does not indicate whether any concrete/innovative steps have been taken by

the Licensee for distribution system improvement.

31442 Petitionerds Response

The Petitioner submitted that it has provided all the necessary details with action plan for

distribution system improvement in the ARR and Tariff Petition for FY 2010 -11.

3.1.4.5 Faulty Meters

3.1451 St akehol dersd® Comment

Shri Satpal Maharaj, Member of Parliament (Lok Sabha) and Shri Virendr a Singh Kandari,
Aagrakhal pointed that on account of non-replacement of the faulty meters by UPCL, consumers
are getting incorrect and exorbitant bills and further suggested that the consumers should be
allowed to change the meters themselves and for such consumers, the meter rents should be
exempted from respective electricity bill.

Shri Narendra Singh Kandari, Rudraprayag stated that the consumers of the rural area
either have not been provided meters or have been provided with inferior quality of energy meters
and, hence, they have to pay around Rs. 400 to 500 per month on account of meters Not Rad (NR).
Apart from this, consumers also have to pay Rs. 30 per bill as meter rent, which is unjustifiable. He
also submitted that UPCL should be held responsible and electricity court/camp should be held on
panchayat level and the amount charged towards NR should be returned to the poor consumers

and monthly rent should a Iso be abolished.

31452 Petiti onerds Response

As regards the contention raised by Shri Narendra Singh Kandari, the Petitioner submitted
that in accordance with the prevalent rules, there is a provision of regular meter reading to all the
consumers. However, on account of insufficient staff for meter reading in some of the areas,
sometimes the meter reading of some of the consumers cannot be done. Further, the Petitioner
submitted that additional manpower has been employed on contract basis to carry out 100% meter

reading and moreover, in case of receipt of any such complaint of non-reading of meter, the meter
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reading is carried out in the same month only. In case of non-reading of meter, the bills are being
prepared in accordance with prescribed rule of the Commission.

As regards the contention raised by Shri Narendra Singh Kandari regarding abolishment of
meter rental, the Petitioner submitted that in accordance with the prevalent tariff as approved by
the Commission, meter rental is not payable and, hence, the same is also not being charged in the
monthly electricity bill. The Petitioner further submitted that it has also not proposed any meter
rent charge for FY 201011.

The Petitioner further submitted that the Regulation 3.1.1(2) of UERC (The Electricity Supply

Code) Regulations, 2007, has made following provision:

0The Licensee shall use met er s c oeregpldtigni(ly apovevi t
for energising new connection or for replacement of meter. The consumer, if he so desire, may proc

meter conforming to the CEA regulations referred in-sedpulation (1) above but the Licensee shall

test , i nstal/l and seal the meter. 6

In accordance with the above provision, the consumer can purchase its own meter in
conformity with the standards laid do wn by the CEA and submit it to UPCL for installation in its
own premises. The Petitioner further clarified that there is no such provision of providing any

reduction in the consumer bill in case the meter is made available by the consumer.
3.1.4.6 Free Power to the UPCL Departmental Employees

31461 St akehol dersod Comment

Shri B.P. Verma, Chief Electricity Distribution Engineer from Northern Railway submitted
that all the departmental employees of UPCL are un-metered and free power is being given to them
at the cost of general public which is unjustified.

Shri Arun Kumar, President, Resident Welfare Association, U ttarakhand submitted that
whereas the normal consumer is paying heavily for the electricity tariffs, the employees of UPCL
are being charged bare minimum of Rs. 6 to Rs. 425 per month irrespective of their electricity
consumption. He also suggested that the employees of UPCL should be given some benefit only for
first 100 units per month and consumption o f more than 100 units per month should be charged at
normal tariff applicable for residential category.

Lok Seva Samiti submitted that the almost free and limitless electricity to UPCL employees
should be abolished.
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Shri R.N. Mathur, President, Mussoorie Hotel Association submitted that the employees of
Himachal Pradesh Electricity Board are treated as normal consumers and if same pattern is
followed in Uttarakhand, it also will increase the revenue and will reduce the burden on all

categories of consumers in the State.

31462 Petiti onerds Response

The Petitioner submitted that it does not agree with the contention raised regarding
metering for departmental employees and further clarified that 100% metering of departmental
connection has been achieved. Further, on the issue of free supply to employees, UPCL submitted
that employees are being charged at normative rates for their consumption. However, it is in

process to evolve a mechanism to reimburse the cost of electricity consumed by the employees.

As regards the contention raised by Shri Arun Kumar, the Petitioner sub mitted that the
employees of UPCL are being given the facility of departmental electricity connection since U.P.
State Electricity Board (UPSEB) was in existence and under this facility, a fixed lump -sum amount
is charged from the employees according to their designation towards electricity charges for
electricity supplied to them. UPCL added that erstwhile UPSEB was unbundled under the
provisions of Uttar Pradesh Electricity Reforms Act, 1999 and section 23(7) of the said Act provides
Ot er ms and ofcserviag ioftthe personnel shall not be less favourable to the terms and
conditions which were applicable to them before tr
under first proviso of section 133(2) of the Electricity Act, 2003. The benefits for
employees/pensioners as provided in section 12(b)(ii)) of the Uttar Pradesh Reform Transfer
Scheme, 2000 include concessional rate of electricity to the extent it is not inferior to what existed
before January 14, 2000. The rates and charges indicated aboveorf this category are strictly in
adherence of above statutory provisions. UPCL further added that as it is the successor entity of
UPPCL (formed as a result of unbundling of UPSEB), the above legal provisions are also applicable

on it. UPCL also submitted the electricity charges schedule for departmental employees as under:
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Table 3.1: Electricity Charges Schedule for Employees

Sr. No. Category/Status of Employees/Pensioners Rate of Charge (Rs. per Month)
1 Class |V employees & Operating Staff 65
2 Class Il employees 100
3 Junior Engineers & equivalent posts 180
4 Assistant Engineers/ Executive Engineers & equivalent 250
posts
5 Deputy General Manager & equivalent posts 350
6 General Manager & equivalent posts and above 425
7 Ad(jitional Charges for Air Conditioner (payable for the 200/Installed A.C.
period from May to August every year)

3.2 Non Domestic Tariff

321 St akehol dersd Comment

Shri Ram Kumar of Mussoorie Hotel Association, Mussoorie (MHAM), Shri G.S Manchanda
of Hotel India and others submitted that the Minimum Consumption Guarantee (MCG) of 75 units
per KW per month as approved by the Commission for RTS-2 category consumers (for load > 25
kW) is unjustifiable as neither UPCL has demanded for the same nor the consumers in turn were
provided an opportunity to comment on this charge.

MHAM further submitted that under RTS -2 consumers (who have load more than 25kW)
are mostly hoteliers catering to the tourism industry in the State and have submitted the resentment
letter dated November 25, 2009 on which the necessary action is yet to take place.

Shri R.N. Mathur, President, Mussoorie Hotel Association submitted that the proposed
MCG of 75 units per kW per month for RTS-2 consumers as mentioned on UPCLwéb si t e as
units exceeding 200 unitso. The same fact i's n
UPCL in newspapers which tantamount s to concealment of certain facts from the consumers
Therefore, the proposed MCG by UPCL in this category should not be considered. Further, he
submitted that the increase in tariff would directly affect the tourism industry of the State and make
the industry incompetent.

MHAM submitted that the State being a hill State, the hoteliers have the seasonal business,
with peak season for only two months in a year and for rest of the year the utilisation of hotels are
around 0% to 40%. MHAM further submitted that on account of MCG and during the off -peak
season, hoteliers will have no other alternative than to misuse and waste the available power which
is available to it @ Rs. 3.90/kWh, whereas UPCL has to purchase the same quantum from outside

agencies @Rs. 6.22/kWh.

Uttar akhand Electricity Regulatory Commission 49



Order on Retail Supply Tariff of UPCL f@01011

Hotel Association, Srinagar, Pauri Garhwal submitted that the tourism season is for the
month of May and June only in Uttarakhand and after that in off -season, it is very difficult for
consumers to pay the electricity bill. It also added that the increase in per unit rate and at the same
time levying MCG charge is not justifiable, so MCG charge levied on Comm ercial Establishments
should be abolished.

MHAM further submitted that the Commission in the past has approved a rebate of Rs.
75/month per 100 Litre capacity of solar system installed by the consumer. It was further submitted
that the consumers who have gent large amount on the installation of solar system have been

deceived, as their investment on the system has become ifructuous.
322 Petitionerds Response

As regards the contentions raised by several objectors regarding MCG charge as a fixed
charge, the Pditioner submitted that in accordance with sec tion 45(3) of the Electricity Act, 2003, the
Distribution Licensee may charge a fixed charge for electricity supply in addition to the charges for

actual electricity supplied.

As regards the contention raised regarding MCG charge in non-domestic category, the
Petitioner submitted that the same has been proposed at very low level of consumption i.e., at 10%
load factor. In case during certain months, actual consumption is less than MCG, MCG is charged in
those months. But the months, in which actual consumption is more than MCG, the charges due to
MCG in other months of the year are adjusted from such excess consumption over actual

consumption.
3.3 Industrial Tariff

3.3.1 Categorisation of Atta Chakki as LT Industry

3.3.1.1 Stakehol der s Comment

Smt. Veena Rani Goyal submitted that categorization of Atta Chakkiunder LT Industry
category is not appropriate as it is a very small commercial unit and generally owned by middle
class traders.Atta Chakkishould not be kept under the LT industry category and should be brought

under commercial category. She further submitted that there should be only single part tariff
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charging actual consumption for Atta Chakkiand there should not be any other charges and levies.

3312 Petitionerds Response

As regards the contention raised by the objector regarding categorisation of consumers, the
Petitioner submitted that in accordance with section 62(3) of the Electricity Act, 2003, consumers can
be differentiated accordi ng trfactor, ioltages total sonsomeption 6
of electricity during any specified period or the time at which the supply is required or the
geographical position of any area, the nature of supply and the purpose for which the supply is
required. Accordingly, fixati on of separate tariff for LT industry is in accordance with the
provisions of law. The Petitioner submitted that since the Atta Chakkisare of processing/industrial
nature, it is appropriate to keep it under Industrial category. Moreover, it submitted that two part
tariff i.e. fixed charges along with energy charges has been in force for LT industrial consumers
since long-time and fixed and energy charge were also applicable in erstwhile UPSEB and UPPCL

in undivided Uttar Pradesh.

3.3.2 Tariff for Industries

3321 Stakehol dersd Comment

Shri Rajiv Ghai, President, KGCCI submitted that as regards the current ARR and Tariff
Petition is concerned, the rate schedule of RTS7 is not in conformity with and in compliance to the
statutory provisions of section 61 of the Electricity Act, 2003, UERC Tariff Regulations, Tariff Policy
and the directions given in the Judgments of Ho n 6 BTEeated June 2, 2006, June 6, 2007 and
October 6, 2009.

He also submitted that the current Petition is deficient in many areas and quoted that th e
Ho n & ATEen its Judgment dated June 2, 2006 had directed to determine the categorywise loss
data for determining the cost of supply to RTS-7 and must be furnished in future filings of ARR. He
further quoted that inspite of lapse of more than four and half years, UPCL has not furnished the
category-wise loss data in any of the ARR and Tariff Petitions.

Shri Rajiv Ghai, President, KGCCI submitted that tariff determination continues to be faulty
as the actual cost of supply is not known and the direct consequencethereof is that the consumers
falling under RTS-7 are penalised as they have been burdened with the exorbitant rates which are

disproportionately high. Moreover, the technical and commercial losses in case of HT industries are
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only marginal and t hey cannot be equated with the losses of other categories. He further submitted
that the Commission should consider the above aspect of low T&D losses for industrial category,
which are around 5%, while determining the tariff for FY 2010 -11.

Khatema Fibres Ltd. submitted that the proposed higher flat fix ed charge tariff on
unmetered supply connections in RTS-1 and RTS4 categories should be considered to discourage
the unmetered supply which is resulting into uncontrolled use of electricity on such categories. It
further submitted that the existing provision of allowing the additional process of rice huller and
cane crusher in RTS4 categories should be reviewed as in the name of additional process, industrial
use is being made by certain consumers avoiding payment of high electricity charges and also
electricity duty to the Government on the consumption. Moreover, it has been submitted that the
process of rice huller and cane crusher are exclusively industrial processes and should be covered in
tariff schedule RTS7 only instead of RTS4 category.

Vid yut Upabhokta Sangh, Pachhwadun submitted that legitimate tariff should be fixed for
rice mills as it is a seasonal business.

Prantiya Industries Association (PIA), Uttarakhand, submitted that the Commission sho uld
consider providing the incentives to the small industrial units which are already burdened with the

high cost of production.

3322 Petitionerds Response

As regards the contention raised by the objector that the RTS7 category is not in conformity
with the statutory provisions of section 61 of the Electricity Act, 2003 and UERC Regulations, the
Petitioner submitted that the ARR and Tariff Petition for FY 2010-11, submitted by it, is in
accordance with the provisions of Electricity Act, 2003 and Rules and Regulations made thereunder.

As regards the contention raised regarding category-wise loss data, the Petitioner submitted
that presently, it is not in a position to compute the voltage -wise losses and therefore, it uses overall
system losses for all categoriesof consumers. Going forward, UPCL has taken steps to evolve a
mechanism to compute the voltage-wise losses and determine voltage-wise cost of supply/service.
Based on evaluation of such system, losses and cost of supply shall be computed accordingly.

As regards the contention raised regarding losses considered for HT industries, the
Petitioner submitted that it has considered 15% distribution losses for HT categories and 33.46%
distribution losses for LT categories, in accordance with figures approved by t he Commission in its

Order dated October 23, 2009.
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As regards the contention raised regarding categorisation of rice huller and cane crusher
under RTS-7 only instead of RTS4 category, the Petitioner submitted that the Commission may
consider the same.

As regards the request for seasonal tariff for rice mills, the Petitioner submitted that the rice
mills have been categorised under RTS7 (seasonal industries) category in its Petition for tariff for
FY 201011 and some reliefs have already been provided to seasonal industries in off-season like

previous year provision.

3.3.3 Exorbitant Tariff Increase

3331 St akehol dersd Comment

Kashi Vishwanath Steels Ltd. (KVSL) as well as Flex Foods Limited submitted that the
proposed increase of 20% in demand charges and in energycharges is not justifiable. The industries
are not in a position to sustain any financial burden on this account. The respondent requested the

Commission not to accept any increase in tariff in case of HT industries.

Doon Valley Distillers, Dehradun submi t t e d t hat t he UPCLOGs
industrial tariff by 20% in FY 2010-11 is unjustifiable, when the quality of service is still poor. The
proposed tariff for industries will definitely ruin the financial conditions of  industries in
Uttarakhand and with this increase in industrial tariff, already burdened industries will be forced to
quit the businesses in the State. It was further suggested that UPCL should take firm and strict
actions against the theft of power.

Star Diagnostics Pvt. Ltd. (SDPL) submitted that the proposed increase of about 20% in the
electricity tariff from last year is not justified considering the regional an d industrial development.
Sincethe industries are facing the recession from last year, the increase in the tariff will increase the
production cost of industries thereby weakening the Uttarakhand industries in the Industrial
Market Competition. SDPL also added that for the development of Uttarakhand, UPCL should
work on operational efficiency and controlling the electri city wastage.

KGCCI submitted that whatever approach may be taken; there is no justification of
revising/increasing the present tariff for RTS -7 category. KGCCI further submitted that it would be
case of reduction of existing rates when the Appeal of KGCCI against the Tariff Order dated

October 23, 2009 is finally heard and considered by theH o n 6 ATE.e
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Shri Pankaj Gupta, President, Industries Association of Uttrakhand submitted that the
power tariff cannot be subjected to cyclic ups and down. It is a v ery important parameter of growth
and many projections and plans are based on steady cost of power.

Shri S.K. Singh of Shivalik Rasayan Ltd. submitted that UPCL has already increased the
tariff in past one year by 30% to 35% increasing the cost of producton and further tariff increase in
such a short span of time will make the industry unviable since the industry has biggest
competition from Chinese manufacturers where there has been no price increase on their product in
past two years except due to the dange in US Dollar exchange rate.

Prantiya Industries Association (PI1A), Uttarakhand, submitted that the proposed increase in
power tariff just after six months does not find feasibility of acceptance and is being strongly
opposed for its implementation. However, PIA suggested that the Power Tariff may be increased by
5% if it becomes inevitably necessary.

Shri Shubham Maheshwari, Director, Shashwat Cables Pvt. Ltd., Dehradun submitted that
he is operating a Small Scale Industry (SSI) unit in the State ofUttarakhand and since the inception
of its production it has been facing the problems of the non-availability of power and low voltage.
He also submitted that being an SSI Unit it has to operate on very thin margin. He further submitted
that the last tariff increase of 15% in October 2009 took care of the revenue gap of earlier 6 months
period also and an additional cushion of 7.5% has already been created in the tariff.

Vidyut Shakti Upabhokta Sangh, Dehradun requested the Commission not to increase the

tariff for industries.

3332 Petitionerds Response

As regards the contention raised by several objectors regarding frequent revision in the
industrial tariff, the Petitioner submitted that the tariff increase in FY 200910 were implemented
w.e.f. October 1, 2009due to delay in submission of ARR Petition and that increase has been
approved by the Commission for the period up to March 31, 2010. It is, therefore, necessary to
propose the new rates applicable from April 01, 2010. The Petitioner further submitted that the
tariffs for FY 2010-11 have been proposed considering its projected ARR and revenue gap for the
year. The proposed increase in tariffs is required to meet the expenses essential for meeting the
power purchase expenses and genuine expenses for running various activities related to the
distribution of electricity in the State. The Petitioner further submitted that it has designed the

category-wise tariffs on the basis of average cost of supply (maintaining cross-subsidy level as per
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law) and also keeping in view the Policy Directions issued by the State Government under section-

108 of the Electricity Act, 2003.
3.3.4 Peak/ Off Peak Hour Tariff

3341 St akehol dersd Comment

KVSL submitted that morning peak hours of 6:00 AM to 9:30 AM in winter season should be
abolished. The additional charge to the extent of 50% during peak hours consumption should be
reduced to 25% only.

As regards the peak hour tariff, Industries Association of Uttarakhand submitted that UPCL
has under-estimated the revenue from peak hour surcharge, continuous supply charge and MCG

charge at Rs. 68.89 Crore. The revenue from these components of tariff will be around Rs. 150 Crore.
3342 Petitionerds Response

The Petitioner submitted that during winters, the State Generation reduces substantially and
the heating load in the evening as well as in the morning enhances substantially. To overcome this

deficit situation, it is necessary to have morning peak during winter season.

As regards the contention raised by several objectors regarding peak hour charges,the
Petitioner submitted that it is continuously trying for the reliable and quality electricity supply to its
consumers but during deficit situations, the Petitioner purchases power from the Grid under Ul
mechanism and the rate of this power is up to Rs. 7.35/kWh and after incorporating the losses, this
rate amounts to Rs. 10/kWh. Accordingly, higher energy charges of 50% during peak hours are

justified.

As regards the contention raised regarding the revenue estimation from peak hour
surcharge, continuously supply charge and MCG charge, the Petitioner submitted that it is in the

process to submit the desired data to the Commission in the matter.
3.3.5 Power Supply Rebate

3351 Stakehol dersd Comment

KVSL submitted that the proposed rebate of 1.5% should be increased to 25% for the
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consumers receiving supply at 33 kV. Further, the proposed rebate of 2.5% should be increased to
5% for the consumers receiving supply at 66 kV and 132 kV considering the fact that the investment
for construction of 132 kV line is done by the consumers, which subsequently becomes the property
of the Petitioner and on this supply , the line losses amounts to less than 1% (one percent) as against

average line losses of 24% as proposed by the Petitioner.
3352 Petitionerds Response

The Petitioner submitt ed that the rebates for availing supply at voltage higher than the base
voltages have been proposed keeping in view the estimated losses between the levels of supply
voltages. The tariff of various categories is fixed according to average cost of supply (m aintaining
cross-subsidy level as per law) and considering the Policy Directions issued by the State
Government under section 108 of the Electricity Act, 2003. The Petitioner further added that in case,

guantum of rebate is enhanced, the base prices of taiff would have to be increased.
3.3.6 Demand Projections for HT Industries

336.1 St akehol dersd Comment

Shri Rajeev Ghai, President, Kumaun Garhwal Chamber of Commerce & Industry (KGCCI),
Uttarakhand submitted that the assumption of increase in projected demand for HT industries by
12.28% is arbitrary and misleading. He submitted that the Commission in the Tariff Order dated
October 23, 2009 has also stipulated that the rate of addition of new industries is expected to go
down since the concessional package of incentives for industries in the State of Uttarakhand is
going to expire on March 31, 2010 and accordingly, approved the growth rate of 7%. Therefore,
there is hardly any scope of growth rate even at 7%. Accordingly, it was submitted that even
considering the growth rate as 7%, the energy requirement would be 3354.70 MU leaving a surplus
of 165.55 MU resulting in surplus in revenue. Further, due to the increase in power tariff w.e.f.
October 01, 2@9, the consumption of electricity by the industries has reduced substantially in the

recent past.

336.2 Petitionerds Response

The Petitioner submitted that t he annual growth in consumption of HT industry during FY

200809 has been registered at 31%. Keeping in view the various factors including those mentioned

56 Uttarakhand Electricity Regulatory Commission



3. Stakehol derds Respons.

by the stakeholders, the Petitioner in its ARR and Tariff Petition has proposed only 12% growth in
this category during FY 2010-11.

3.3.7 Monthly Demand/ Fixed charges

3371 St akehol dersd Comment

Shri Lakhiram Singh Sajwan submitted that fixed charges are charged from the consumers
even if no electricity is supplied to those units. The respondent requested that LT and HT industries
should only be charged energy charges on the basis of the units consumed. Further, the amount
recovered from LT and HT industries by levy of fixed charge s and MCG charges should be
refunded.

KVSL submitted that the proposed 20% increase in Demand Charges in completely
unjustifiable and requested the Commission to disallow the same in view of the weak economic
conditions of the industries in the State.

Shri Virendra Singh Kandari stated that small scale industries like Atta chakkiand other
continuous industries should be exempted from the fixed charges and should be billed according to
the actual consumption only.

PIA, Uttarakhand submitted that the concept of imposing fixed charge is not very clear and
the same should be abolished.

Vid yut Upabhokta Sangh, Pachhwadun submitted that consumers having load between 10
HP to 15 HP should not be charged any fixed charge.

Several objectors in Uttarkashi also sulmitted that in any other business, there is no fixed

charge and only if the product is sold, there is payment; hence, there should be only energy charges.
3372 Petitionerds Response

As regards the contentions raised by several objectors regarding fixed charge,the Petitioner
submitted that in accordance with section 45(3) of the Electricity Act, 2003, the Distribution Licensee
may charge a fixed charge for electricity supply in addition to the charge for actual electricity

supplied.

The Petitioner further adde d that around 50% of its total costs are fixed in nature including

the capacity/fixed charge of power purchase, which should be recovered to a certain extent through
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fixed charge to ensure revenue stability and in the absence of fixed charge, energy charge will have

to be increased substantially.

3.3.8 Minimum Consumption Guarantee (MCG) charges

3381 St akehol dersd Comment

Smt Veena Rani Goyal submitted that there is no justification for MCG charges as there is no
surplus electricity with UPCL and no electricity should be wasted. The fixed charges were abolished
in the past and these charges should be abolished as there is no justification for levy of these
charges.

Shri Lakhiram Singh Sajwan submitted that MCG charge of Rs. 200 per kW per month levied
to the small industries is completely unjustifiable and should be abolished and they should be
reimbursed with the previously paid MCG charge.

Shri Pankaj Gupta, President, Industries Association of Uttarakhand submitted that from the
scrutiny of UPCL 6 PBetition, it is observed that no data has been provided in respect of MCG charge
Moreover, details of revenue collected have also not been provided. Accordingly, Industries
Association of Uttarakhand requested the Commission to remove MCG as this amounts to moving
back to the eraprior rationalisation.

Bhagwanpur Industries Association has submitted that due to load shedding of about 6
hours per day and the tripping from 10 a m to 12 noon on regular basis, ndustrial consumers are not
even able to recover the complete MCG It has also asked the Commission to link MCG with the
availability of the power to the industrial consumers. If UPCL is able to provide the power for 24
hours then complete MCG should be charged, otherwise it should be charged on pro-rata basis
according to the availability of supply.

PIA, Uttarakhand submitted that the industries in Uttarakhand are already facing the
financial burden due to the sluggish market conditions and are operating below minimum
guarantee levels but are managing to pay the minimum guarantee tariff. Therefore, in view of the
precarious condition of industries, the MCG charges should be reduced.

Syncom Healthcare Ltd. submitted that despite the daily power cut of 4 to 5 hours, the
excess charges by way of MCG are not justified and itfurther submitted that it has to run the Diesel
Generator (DG) set during power cut and, hence, incurring the diesel cost to run DG set and paying

MCG charge simultaneously is completely unjustified.
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Hotel India, Mussoorie submitted that to economise the use of power it has installed Solar
System at the cost of Rs. 2.00 Lakh and also use CFL bulbs however, all such efforts to save power
has been nullified by imposing MCG. It was further submitted that in addition to fixed charges of
Rs. 20/kW, MCG @ 75 wits per kW of contracted load (in excess of 25 kW) is a double charge for
the same cause.

Hotel India, Mussoorie also suggested some amendments in the decisions regarding MCG
charge as under:

¢ Benefits of exemption of 25 kW load to be extended to all the stakeholders;
e Consumers having load more than 25 kW load to be charged only for the additional
load;

Vidyut Shakti Upabhokta Sangh, Dehradun submitted that small industries should be kept
free from MCG charge.

Shashwat Cables Pvt. Ltd. submitted that sincethe power load has to be in accordance with
the installed machine capacity, which is more than the regular demand, it is resulting in penalty of
MCG charge in addition to the Fixed Demand Charges. They requested the Commission to review
the tariff rates and MCG charges for the SSI.

Shri Joshi of Tata Motors submitted that normally MCG charge is suitable, while single tariff
is utilised like agreement between Independent Power Producers and consumers. In such cases,
MCG charge is adopted by the generating company to recover fixed component cost even though
power is not utilised by consumers. He submitted that the concept of MCG charge in two part tariff
structure is against the provisions of the Electricity Act, 2003 and National Electricity Policy, 2005
(NEP), which stipulates to encourage open access and captive generation. Presence of MCG in tariff
structure restricts the utilisation of open access as it is essential for consumers to pay fixed amount
towards energy charges whether energy is utilised or not and requested the Commission to abolish

the MCG charge.

3382 Petitionerds Response

As regards the contention raised by the several objectors including Shri Sudhir Naithani,
President, Vyapar Sangh and Hotel Association, Srinagar, Pauri Garhwal, regarding MCG, the

Petitioner submitted that in accordance with section 45(3) of the Electricity Act, 2003, the
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Distribution Licensee may charge for electricity supply , a fixed charge in addition to the charge for

actual electricity supplied.

The Petitioner further added that around 50% of its total costs are fixed in nature including
the capacity/fixed charge of power purchase, which should be recovered to a certain extent to
ensure revenue stability. In case of low consumption, below certain level, fixed expenditures ar e not
recoverable from consumers. Under these circumstances levy of MCG charge is a way of ensuring

minimum revenue to the Licensee from the consumers.

As regards the contention raised regarding MCG charge in LT industry, the Petitioner
submitted that the same has been proposed at very low level of consumption, i.e. at 10% load factor.
In case during certain months, actual consumption is less than MCG, MCG is charged in those
months. But the months, in which actual consumption is more than MCG, excess consumption
charged due to MCG in other months of the year are adjusted from such excess consumption over
actual consumption.

As regards the contention raised regarding MCG charge by Bhagwanpur Industries
Association, the Petitioner submitted that it is continuously trying for the reliable and quality
electricity supply to its consumers but during deficit situations, the Petitioner purchases power
from the Grid under Ul mechanism at the rate of Rs. 7.35/kWh. Accordingly, in case of
unavailability of power from t he Grid during deficit situations, load shedding is carried out
sometimes. The Petitioner has further submitted that the load shedding protocols are being
approved by the Commission from time to time , which is being adhered to by the Petitioner and,
accordingly , considering the prevalent load shedding protocols, load shedding in the hilly area has

been approved at minimum level.
3.3.9 Continuous power to industries

3391 St akehol dersdd Comment

KVSL submitted that levy of 10% higher charges for supply during restricted hours/load
shedding is against the spirit of the Electricity Act, 2003. Section 62(3) of the Electricity Act, 2003
specifies that the Appropriate Commission shall not show undue preference to any consumer for
electricity. The respondent submitted that the Petitioner cannot differentiate between consumers

subject to load shedding and consumers exempted from load shedding and charge differential
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tariff.

Khatema Fibres Ltd. submitted that the provision in RTS -7 for continuous supply option
now appears reasonable as it is really discouraging for intentional use of higher load during

restricted hours without opting for continuous supply.

3392 Petitionerds Response

UPCL submitted that the o0Continuous supply

which is an extra service to the consumers and such choice has been provided only to the industrial
consumers. Other categories are not provided with this option. UPCL further added that for
ensuring the continuous power supply to the industrial consumers, who have opted f or it, UPCL is
required to contract the capacity with generating stations and for which the fixed charges for the
entire year are payable. If the capacity is not contracted to ensure continuous supply, the additional
energy required during the load sheddin g period will have to be procured through short -term
trading or from non -firm sources at very high rates. If the power is procured on short -term basis
and the impact of the same is to be passed on toonly those consumers, who have opted for
continuous supply during the period of load shedding, the additional charges to be levied will be
more than 100% of normal energy charges considering the prevalent shortterm trading rates in the
market. UPCL further submitted that in addition to ensure the continuity of supply to these
consumers in deficit periods, it has also to make bilateral arrangements for ensuring power supply
throughout the year, which involves additional power procurement costs, but difficult to be
apportioned to consumers opting continuous power supply due to various factors, mentioned

hereinabove.

As regards the charges for continuous supply, the Petitioner referred para-5.7 of the

Commi ssionds Review Order dat e daslidaruary 23, 20009

fi 5 Lewy of 20% higher charges faupply during restricted hours / load shedding

A Commi ssionbdés View

(

571The provisions of the Clause wunder Arestr
were same as the provisions in previous Tariff Orders right from the first Tariff Orded dat

08.09.2003 and continued to be applicable till 29.02.2008. The said provisions were never challenge
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and in the present Tariff Order, the Commission only clarified the provision with regard to the period
of applicability of 20% higher charges. These psions were never invoked till 2006, when
restriction in usage was approved by the Commission for the first time for the period 09.01.2007 to
15.03.2007. Five industries that opted for continuous supply during this period have been billed and
also havepaid 20% higher charges for the entire year 2@/ including the period when there was

no restriction. No industrial consumer challenged this provision.

5.7.2Commission would like to emphasize that getting continuous supply by paying 20% higher
chargesis optional. Out of 154 industries that had opted for continuous supply as on February 2008
only about 40 industries opted out when option was given. Commission, in its order on penalty for
excess usage of power during restricted period of ZI®dated 2th July 2008, again permitted such
industries to opt out and only 07 industries opted out and 117 industries have still opted for
continuous supply by paying 20% higher energy charggsmmission would also like impress

upon the fact that many industs which are operating in single shift and do not have continuous
process have also opted for continuous power and are paying 20% higher energy charges amply
demonstratethat 20% higher charges are not for getting continuous supply during restrictiomdperi
only but for getting premium supply throughout the year. The Commission has also amplified the
rational for charging reasonable premium in energy charges throughout the year in para 8.3.6 of the

Impugned Order.

573Furt her , the condiitowoens$ nundag éndpugecd Dmhden Wast ed i |
provisional and subject to revision by the Commission at a later date as was discussed by the

Commission in Sectin8.4.6 of therhpugnedOrder.

5.7.4Subsequently, the Commission initiated asudo poceeding to finalise Claus@ of RTS7 in
the tariff order and after hearing all the stakeholders and UPCL issued a separate Order dated
December 5, 2008 finalizing Clause 6 of RTS 7 of the Tariff Order.

5.7.5The Commission would, however, like to raite its view that in order to motivate the licensee

to make long term arrangements for continuous supply of power and to avoid higher impact on
consumers during load shedding period, there is merit for charging reasonable premium in energy
charges througbut the year. Moreover, the option of taking continuous supply is with the consumer

and if the consumer perceives these charges are on higher side, he is free to opt out and pay only

nor mal tari ff. o
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3. Stakehol derds Respons.

3.3.10 Power Factor Surcharge

33.101St akehol dersd Comment

Smt Veena Rai Goyal submitted that there is no clarity as to how the low power factor

charges are levied.
3.3102Peti ti onerds Response

The Petitioner submitted that the existing Tariff Order stipulates as under regarding the

applicability of low power factor surcharge:

0 bw Power Factor Surcharge (not applicable to Domestic, PTW and categories having
kVAh based Tariff)

In respect of the consumers without Electronic Tri Vector Meters, who have not installed shunt
capacitors of appropriate ratings and specifications, a atgelof 5% on the current energy charges

shall be levied.

For consumers with Electronic Tri Vector Meters, a surcharge of 5% on current energy charges will
be levied for having power factor below 0.85 & a surcharge of 10% of current energy charges will |

|l evied for having power factor below 0.80.6

The Petitioner submitted that it may be clear from the above extract of the Tariff Order that
cases where the billing is not based on kVAh Tariff, power factor surcharge is charged on the

current energy chargesfor the relevant period.

The Petitioner further submitted that the power factor may be improved by having the good
quality motors and by installing shunt capacitors of appropriate ratings and specifications.

Accordingly, the Petitioner submitted that in  such way levy of power factor surcharge is justified.
3.3.11 Minimum load to Furnaces

33111St akehol dersd Comment

Some of the respondents including Galwalia Ispat Udyog Ltd., Khatema Fibres Ltd. and

Kashi Vishwanath Steels Ltd. submitted that in Tariff Rate Schedule, RTS-7 the condition of
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minimum required load of 600 kVA per ton capacity of furnace is irrelevant in the present context
of the Supply Code Regulations and tariff structure to the industries. It was further submitted that
the Regulations provide that the consumers having maximum demand indicators can connect load
in excess of contracted load without any limit and with the advent of new technology, the
manufacturers now supply the furnaces with power load requirement of only 400 -425 kVA/ton
capacity. Accordingly, it was requested that the Commission should dispense with this condition in

RTS7 consumer category (HT Industry).

3.3112Petiti onerds Response

The Petitioner submitted that the objectors have not submitted any supporting document in
support of their claims. The Petitioner further added that on production of any documentary

evidence in this regard, decision may be taken by the Commission accordingly.
3.4 Railway Traction tariff

3411 St akehol dersd Comment

As regards the Railway Traction Tariff for FY 2010-11, Northern Railway submitted that the
Commission should determine the tariff in accordance with the directives of Ho n 6 Bdpelate
Tribunal for Electricity (ATE). Accordingly, the traction tariff should be at a level lower than the
industrial tariff as railways avail power supply from UPCL at 220 kV and is bearing all the cost of
infrastructure including 220 kV transmission line as well as maintenance of 220/25 kV substation,

which is owned by railways.

UPCL should work out the category -wise cost of supply and should link the same with tariff
based on the provisions of Tariff Policy. They also submitted that the traction tariff should be based
either on cost of generation or cost of purchase of CGS with reasonable additional charges for
wheeling. The proposed traction tariff of Rs 5.00/unit is far in excess of CGS tariff even if reasonable
wheeling and administrative charges are added. Northern Railway further submitted that the
increase in average cost of power purchase is 13% whereas increase in tariff has been pposed @
19%, which is illogical. Increase in tariff should be commensurate with inc rease in power purchase
cost.

The billable demand should be 65% of the contracted demand or recorded demand during

the month, whichever is higher for railway traction based on the similar clause existing in traction
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