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BACKGROUND AND PROCEDURAL HISTORY
BACKGROUND

The U.P. State Electricity Board (UPSEB) was unbundled in pursuance of a reform and
restructuring exercise under the first reforms transfer scheme dated 14th January 2000, into three
separate entities:

. Uttar Pradesh Power Corporation Limited (UPPCL) assigned with the function of
Transmission and Distribution of power within the State.

. Uttar Pradesh Rajya Vidyut Utpadan Nigam Limited (UPRVUNL) assigned with the function
of Thermal Generation within the State.

. Uttar Pradesh Jal Vidyut Migam Limited (UPJVNL) assigned with the function of Hydro
Generation within the State.

Through another Transfer Scheme dated 15th January, 2000, assets, liabilities and personnel of
Kanpur Electricity Supply Authority (KESA) under UPSEB were transferred to Kanpur Electricity
Supply Company (KESCO), a company registered under the Companies Act, 1956.

Further unbundling of UPPCL (responsible for both Transmission and Distribution functions) was
again felt after the enactment of the Electricity Act 2003 and four new distribution companies
{hereinafter collectively referred to as “DisComs”) were created vide Uttar Pradesh Transfer of
Distribution Undertaking Scheme, 2003 viz.

¢ Dakshinanchal Vidyut Vitaran Nigam Limited (AGRA DisCom)
* Madhyanchal Vidyut Vitaran Nigam Limited (LUCKNOW DisCom)
¢ Paschimanchal Vidyut Vitaran Nigam Limited (MEERUT DisCom)

= Purvanchal Vidyut Vitaran Nigam Limited (VARANASI DisCom)

Madhyanchal Vidyut Vitaran Nigam Limited (hereinafter referred as ‘LUCKNOW DisCom’ or
‘MVVNL') came in to existence in 2003 as a subsidiary company of UPPCL and is responsible for
power distribution in DisCom covering its jurisdiction area of districts Badaun, Bareilly, Pilibhit,
Shahjahanpur, Lakhimpur, Hardei, Sitapur, Unnao, Bahraich, Shrawasti, Balrampur, Gonda,
Barabanki, Rae Bareli, Faizabad, Sultanpur, Ambedkarnagar, Lucknow and Chhatrapati Sahuji

Maharaj Nagar.

The GoUP has thereafter issued the Final Transfer Scheme via notification dated 03™ Novermber,
2015. The copy of the same is hereby attached marked as Annexure-4.

L
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DISTRIBUTION TARIFF REGULATIONS

The Hon'ble Uttar Pradesh Electricity Regulatory Commission in exercise of the powers conferred
under Section 61 and 181 of the Electricity Act, 2003 issued the Uttar Pradesh Electricity
Regulatory Commission (Terms and Conditions for Determination of Distribution Tariff)
Regulations, 2006 (hereinafter referred to as the “Distribution Tariff Regulations”) were notified
by the Hon'ble Commission on 6™ Octaber, 2006.

Subsequently, on 12th May, 2014, the State Regulatory Commission notified the Uttar Pradesh
Electricity Regulatory Commission (Multi Year Distribution Tariff) Regulations, 2014 which were
applicable for determination of tariff from April 1, 2015 and ocnwards up to FY 2019-20 [i.e., till
March 31, 2020] unless extended by the Order of the Commission.

Further the Hon'ble Commission under the new Multi Year Distribution Tariff, Regulations allowed
for a 2 year transition period, i.e. for the period from April 1, 2015 and up to March 31, 2017, the
determination of ARR / Tariff will be on annual basis based on the Uttar Pradesh Electricity
Regulatory Commission (Terms and Conditions for Determination of Distribution Tariff)
Regulations, 2006 and all its addendums / amendments,

These regulations are applicable for the purposes of Multi-Year Annual Revenue Reguirement
{ARR) filing and Tariff determination of all the distribution licensees’ within the State of Uttar
Pradesh.

ARR AND TARIFF ORDER FOR FY 2016-17 AND TRUE-UP ORDER FOR FY 2013-14

The ARR / Tariff Petition for FY 2016-17 and True up Petition for FY 2013-14 was filed by the
Petitioner under Sections 62 and 64 of the Electricity Act, 2003 on 7" December 2015 (Petition No.
1063/2015).

The Petitioner submitted the audited account (with the Supplementary Audit Report of the
Accountant General of Uttar Pradesh) for FY 2013-14 and provisional accounts for FY 2014-15 of
UPPCL. Further, the Rate Schedule was submitted later on 2™ February 2016. The Petition was
admitted on 29" March 2016 and the Petitioner as per directive of the Commission’s admittance
order published the salient feature of the above petition in various newspapers on 31" March
2016 and 1" April 2016 and also uploaded the same on the website of Licensee as well as UPPCL
for public comments.

The Commission conducted combined public hearing in the above matter for all Distribution
Licensees namely PuVVNL, PVVNL, MVWVNL, DVVNL, KESCO, NPCL and Transmission Licensee
namely UPPTCL on May 11, 2016 at Greater Noida, May 13, 2016 at Lucknow and May 20, 2016 at
Aligarh. :
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Subsequently, the Hon'ble Commission issued Tariff Order on above petitions on 1% August 2016
conducting the final truing up for the financial year 2013-14 along with the order determining the
Annual Revenue Reguirement and Tariff for FY 2016-17. After the increase in tariff, provision of
carrying cost on un-recovered gaps and considering the revenue from regulatory surcharge, the
Hon'ble Commission had approved a total gap of Rs. 1828.94 crore.

ARR AND TARIFF PETITION FOR 1°' CONTROL PERIOD FROM FY 2017-18 TO FY 2019-2020

Under the framework of Clause 5 of the MYT Distribution Regulations, the Petitioner is required to
file a Business Plan for the control period of three financial years i.e., from 1" April 2017 to 31"
tarch 2020 comprising of detailed category-wise sales and demand projections, power
procurement plan, capital investment plan, financing plan and physical targets. Further, Clause &
of the MYT Distribution Regulations, provides that the Petitioner, based on the Business Plan as
approved by the Commission, submit the forecast of Aggregate Revenue Requirement and
expected revenue from tariff, for the Control Period by a Petition in accordance with the UPERC
Conduct of Business, Regulations, 2004 and its subsequent amendments / addendums & the new
regulations.

The Petitioner is hereby submitting its ARR and Tariff Petition for FY 2017-18, FY 2018-19 and FY
2019-20 along with the tariff formats prescribed in the MYT Distribution Regulations. The Tariff
Forms are enclosed herewith and marked as ‘Annexure-1'. By means of this Petition, the
Petitioner is also seeking the approval of final truing up for FY 2014-15 based on Audited
Accounts.

Accordingly, the Petitioner is filing this ARR Petition, complete in all respects, along with requisite
fee for ensuing year, with details of the estimated expenditure that it may incur in the ensuing
financial year. The ARR filing includes the detailed tariff proposal for distribution of electricity. In
this petition, the Petitioner is submitting the following as part of the Multi Year ARR and Tariff
filings for the 1" control period from FY 2017-18 to FY 2015-20.

« Cost of power procurement;
* Transmission & Load Dispatch charges;
* Operation and Maintenance expenses;
* Employee Expenses
*  Repair and Maintenance Expenses
®*  Administrative & General Expenses
+ Depreciation;
* Contingency Reserves;
* |nterest on Loan;

* Interest on Working Capital;
= Bad Debts;
* Return on Equity;
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= |ncome Tax;

=  Non-Tariff Income; and

+ Income from Other Business

Considering the above, this filing broadly provides the following:

s Truing up for the financial year 2014-15 based on annual accounts for FY 2014-15
s Actual performance of the distribution business for the financial year 2015-16 based on
provisional accounts.

+ Revised estimates for the financial year 2016-17; and
s Proposed ARR for the 1% Control Period i.e. FY 2017-18 to FY 2019-20.

1.5 STRUCTURE OF THIS ARR AND TARIFF PETITION FOR THE 15T CONTROL PERIOD

The structure of this ARR Petition is as under:

Chapter 1

Chapter 2

Chapter 3

Chapter 4

Chapter 5

Chapter6 & 7

Chapter 8

Background and Procedural History
This contains a brief background and rationale used for the submission; major issues
that describe the structure of the submission,

True up Petition for FY 2014-15

This section deals with the true up for each element of expenditure for FY 2014-15
based on audited accounts. It provides an analysis of the actual performance vis-a-vis
the approved Tariff Orders numbers and also computes the trued up revenue gap
which is proposed to be recovered.

Compliance of the Hon'ble Commission’s Directives

This section lists the directives issued by the Hon'ble Commission in the previous tariff
order and the status of their compliances.

Energy Balance and Sales Forecast
This section details the Sales Forecast and Energy Requirement along with the
Revenue Assessment for each year of the MYT Period at the existing Tariff

ARR for Wheeling and Retail Supply Business

This includes the ARR forecast for FY 2017-18 to FY 2019-20. The ARR also includes the
revenue gap figures for the aforementioned years and the segregation of the ARR
among Wheeling and Retail Supply Business.

Treatment of Gap

This sections deals with the treatment of the revenue gap

Prayers

The main prayers are summarized in this section W

o
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2. TRUE UP PETITION FOR FY 2014-15

2.1 TRUE-UP SUMMARY FOR FY 2014-15

The Petitioner submits that the audited accounts for FY 2014-15 for the Petitioner have been
enclosed along with this Petition. The Petitioner seeks true-up of expenses for the year 2014-15 as
per the audited accounts as applicable for various heads of expenditure. The following table
summarises the truing up computations for 2014-15 for approval by the Hon'ble Commission. The
Petitioner also provides the details of truing up in the subsequent paragraphs:

Table 2-1: True Up Summary for FY 2014-15

Particulars | Approved  Actualsas p!r
| gh i audited
E_Power Purchase Expenses 575092 - 6794.11
Transmission Charges 290.54 23249
| Employee Expenses ~ 530.58 481.34
Repair and Maintenance Expenses - 172.58 284.03 | A0
| A&G Expenses 98.02 23289 | 9246
| Gross Interest on Long Term Loans 235.48 29172 14524
__I_ntE_e_-gt of ‘Bonds _ = 0. 00 0.00 0.00
Interest to Consumer _ A8 | 2308 2325 |
ﬂ!_g_qte Charges - . 013 ! 0.11 i _on
| Interest on WGr’ning Capital 103.80  576.29 | 95.83
| Discount to Consu rner_s_______ - 0.00 0.00 0.00
Depreciation o 385710 | 10946 31285
Prior Period Expenses 0.00 -153.21 | 0.00
| Other Misc Expenses ,l’ Incomes 0.00 - 0.00 000
| Provision for Bad and Doubtful Debts 000 | 98.18 10533
| Gross Expenditure 749649 | 8970.66 8530.18
Less: Employee Capitalisation 7959 | 167.20 167.20
| Less: ARG Capitalisation 14.70 3225 32.25
Less: Interest Capitalisation 54.16 19.92 - 0.00
Total Capitalisation 148.45 21938 199.46
Net Expenditure S 7444.47 8751.28 8330.72
Add i: Return on Equity | 0.00 0.00 i 0.00
Less: Non-tariff Incomes - | 20.45 3384 33.84
Add Efficiency Gains o 0.00 0.00 0.00
Annuai Revenue Requirement - - 7424.02 8717.45 8296.88
Revenue from Tariff incl DPS 6102.17 6354.75 6354.75
 GoUP Subsidy ] 7aa12 11397.61 902.60
Net Revenue Gap _ 572.73 965.09 1039.58 |
Less: Additional Subsidy to be provided by GoUP 15526 | ]
Total GAP 42247 | 965.09 |  1039.54

'm.r:h.rdmg the depreciation amount to the tune of Rs. 96.43 crore bemg ‘withheld due to non-maintenance of Fixed Asset

Register

A P

i |
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The Petitioner requests the Hon’ble Commission to allow truing up for FY 2014-15 as provided in
the aforementioned table. The Petitioner is detailing the rationale for truing up of some of the key

issues in the subsequent paragraphs.

2.1.1 POWER PURCHASE EXPENSE

One of the major cost components of the distribution companies is cost of power, which in the
present instance relate to the costs incurred by UPPCL. For the purpose of truing up of power
purchase cost of Discoms, we have to re-determine the bulk supply tariff based on the actual

power purchased by UPPCL and actual cost incurred for such purchase.

in the Tariff Order for FY 2014-15, the Hon'ble Commission had approved the power purchase of
87,178 MU at UPPCL level. The Petitioner humbly submits that the actual power purchase in FY
2014-15 was 87,571 MU at a value of Rs. 36,855 crore at overall UPPCL level.

The Petitioner has claimed the power purchase cost during truing up based on the philosophy as

mentioned below:

e It has calculated the allowable energy available for transmission at State periphery by
grossing up the actual energy received at the Discom end by the approved /[ actual intra-

state transmission losses, whichever is lower.

« Thereafter to work out the allowable power input, the above derived energy available for
transmission at State periphery has been grossed up by actual Inter-5tate Transmission

Losses [PGCIL Losses)

s The allowable power purchase input has been multiplied by the revised bulk supply Tariff

to derive the allowable power purchase cost for truing up.

In this regard, the Petitioner humbly submits that the substantial rise in actual transmission loss
level for FY 2014-15, is due to increase in Inter-State transmission losses. The actual Inter-State

transmission losses approved for FY 2014-15 were 1.65% against which the actual inter-state

transmission losses for FY 2014-15 is 2.88%.

In this regard Petitioner further requests the Hon'ble Commission to kindly approve the additional
power purchase quantum due to increase in Inter-State transmission losses, as the same is
beyond the control of the Petitioner, while approving the revised Bulk Supply Tariff. Further in line
with the approach adopted by the Commission in the last Tariff Order dated August 1%, 2016, the
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Petitioner has also included the O&M expenses incurred by UPPCL to the tune of Rs. 176.41 crore,

for procuring the power on behalf of Discoms. Accordingly such O&M expense for the purpose of

Truing up has been considered as a part of Bulk Supply Tariff.

Considering the aforementioned philosophy, the allowable power purchase expenses for

determination of trued up Bulk Supply tariff for FY 2014-15 is computed at Rs. Rs. 37,031.72 crore

and trued up Bulk Supply Tariff is Rs. 4.52 per kWh as depicted in the table below:

Table 2-2; Allowable Power Purchase Input and Bulk Supply Tariff for FY2014-15 under truing up

g

. Particulars
; iy )
|| P_m-.rer Purcha 58

| IntervState Losses

Energy Available at State |:|er1;:nl'nzr'g|r for Transmission
LS
| Intra-State Losses

Energyr Input into Transmission-Distribution
| Interface (MU)

Tutal Transmissiﬁn Losses

| Tntal Transmissinn I.l:rs_s_

Energ-gr available at Discom End

| Power Purchase Cost :lncludlng PGCIL charges and
O&M expenses incurred by UPPCL)

[ Reu:sed Bulk Supply Tar|ff

li e
Unit | Approved Au:ﬁted i pr:ﬁﬂ::
MU | 87,178.35 | 87,571.23 | 87,571.23 |

% 165% | 2.88% |  2.88%

MU | 85,739.91 | 8504829 | 85,048.29

| % | 3.670% 3.5_?_%""! 367% |

| MU | 82,593.25 | 81,927.02 | 81,927.02

MU | 458559 | | 5,644.22 | 5,640.21
% | 526% | 645% | 6.45%
mMu 1 | 82,592, ?E 31,92? ﬂz 81,927. 02 |

Rs: | 31668.16 | 37,031.72 | 37,031.72
Crore L= = ]
| Rs/kwh | 3.83 452 4.52

The Hon'ble Commission in all of its previous True-up Orders from FY 2008-09 to FY 2013-14 had

considered a philosophy, wherein the efficiency target of Distribution loss level, had been

considered as controllable parameter, and thereupon the power purchase cost consequent to

underachievement of Distribution loss was disallowed. To maintain consistency with the

approach adopted by the Hon'ble Commission, the Petitioner has calculated the allowable

power purchase input at discom end by grossing up the actual energy sales by the approved

Distribution loss target or actual Distribution losses, whichever is lower. Thereafter, the

allowable power purchase input has been multiplied by the Trued-up Bulk Supply Rate to derive

the allowable power purchase cost for FY 2014-15 under truing up as shown in the table below:

Table 2-3: Trued up Power Purchase Cost for MVVNL in FY 2014-15

True-u_:;__

Particulars : i Approved Audited P ‘

Lprer Purchase(Order / Actual) | 14,998.80 15,116.74 Jr 115,116.74 |
| Sales - MU 11,844.37 1166540 | 11,665.40 |

’Ww-n
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‘ Particulars Unit [ Approved Audited ‘ -;:ut;:: !L
| Distribution Loss Target | % | 2103% | 2283% | 2103% |

| Allowable PowerPurchase | MU_| | 1477236
Trued up Bulk Supply Tariff Rs/kWh | ! I -
Allowable Power PurchaseCost | | | | 68250 |

2.1.2 TRANSMISSION CHARGES

In the Tariff Order for FY 2014-15 for the Petitioner, the Hon'ble Commission has approved the
Transmission Charges of Rs, 290.54 crore (@ Rs. 0.1937 per kWh) towards a projected power
purchase of 14,998.80 MU.

As per the audited accounts, the Petitioner has incurred Rs. 232.49 crore towards transmission
charges.

It is submitted that the trued up transmission charges payable to UPPTCL towards intra-state
transmission are to the tune of Rs. 260.58 crore which have been computed by multiplying the
allowable power purchase input of 14,722.16 MU MU (determined in foregoing section) by the
trued up transmission charge of Rs. 0.1764 per kWh which has been traced from the True-up
Petition filed by the UPPTCL before the Hon'ble Commission for FY 2014-15.

Table 2-4: Allowable Intra-State Transmission Charges for MVVNL for FY 2014-15

i B e t True-up- |
Particulars izl Ur.'n_lt Approved | Actuals L Petil:inn I

Umts Whee1ed MU 14,998.80 | 15,116.74 _|_14 }'?2 1'5
Trued up Transmission Charge | _Fls,u"k_'l.l"lul'h | 013937 | 01538 | 0.17V64 |
~ Transmission Charges | RsCrore | 290.54 23249 | 26058

Accordingly, the Petitioner submits that, against the approved intra-state transmission charges of
Rs. 290.54 crore, the allowable transmission charges for FY 2014-15 are to the tune of Rs. 260.58
crore.

2.1.3 OPERATION AND MAINTENANCE EXPENSES

Operation and Maintenance Expenses (O&M expenses) comprises of employee expenses, repair
and maintenance expenses and administrative and general expenses. Each element of O&M
expenses have been examined in detail in the succeeding paragraphs.

The Petitioner submits that the actual gross employee expenses were Rs. 481.34 crore as against
Rs. 530.58 crore approved by the Hon'ble Commission in the Tariff Order for FY 2014-15. The
employee expenses capitalised as per audited accounts are to the tune of Rs. 167.20 crore as
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against Rs. 79.59 crore approved in the Tariff Order. Thus, the net employee expenses as per
audited accounts are Rs. 314.13 crore as against Rs. 450,99 crore approved in the Tariff Order.

Further, the Petitioner submits that the actual gross A&G expenses were Rs. 232.89 crore as
against Rs. 98.02 crore approved by the Hon'ble Commission in the Tariff Order for FY 2014-15.
The A&G expenses capitalised as per audited accounts are to the tune of Rs. 32.25 crore against
Rs. 14.70 crore approved in the Tariff Order. Thus, the net A&G expenses as per audited accounts
are Rs. 200.63 crore as against Rs. 83.32 crore approved in the Tariff Order.

The actual repair and maintenance expenses for FY 2014-15 were Rs. 284.03 crore as against Rs.
172.58 crore approved by the Commission in the Tariff Order.

Further, the Hon'ble Commission in its previous True-up Orders instead of allowing the O&M
expenses as per the Audited Accounts has considered a normative approach in line with
Regulation 4.3 of Distribution Tariff Regulations, 2006, which stipulates the methodology for
consideration of the O&M Expenses, wherein such expenses are linked to the inflation index
determined under these Regulations. The relevant provisions of the Distribution Tariff
Regulations, 2006 are reproduced below:

“4.3 Operation & Maintenance Expenses {O&M):

1. The O&M expenses comprise of employee cast, repairs & maintenance (R&M) cost
and administrative & general (A&G) cost. The O&M expenses for the base year shall be
colculated on the basis of historical/oudited costs and post trend during the preceding
five years. However, any abnormal variation during the preceding five years shall be
excluded. For determination of the O&M expenses of the year under consideration, the
O&M expenses of the base year shall be escaloted at inflation rates notified by the
Central Government for different years. The inflation rate for above purpose shall be the
weighted average of Wholesale Price Index and Consumer Price Index in the ratio of
60:40. Base year, for these regulations means, the first year of tariff determination
under these regulations........"

Similarly, the Petitioner, in the instant True-up Petition has also considered the same
methodology as followed by the Hon'ble Commission, for seeking Truing-up of O&M expenses.
Accordingly, the Petitioner has calculated the inflation index for FY 2014-15 based on the
weighted average index of WPI and CPI. The WPI and CPI index has been considered, as available
on the website of Economic Advisor, Ministry of Commerce and Industry, Ministry of Labour,
respectively. Accordingly, the calculated the inflation index for seeking approval of O&M expenses
for FY 2014-15 is depicted in the table below:

y gt
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Table 2-5: Escalation Index

[ Wholesale PriceIndex | Consumer Price Index | Consolidated Index
B T e N R B e B R R IR T TR A O S
= R SRRy RV e e S e e L I U I U T
April 171 | 181 | 176 | 178 | 226 | 242 | 256 | 271 | 193 | 205 | 208 | 215
~ May 171 | 182 | 178 | 180 | 228 | 244 | 258 | 275 | 194 | 207 | 210 | 218
june | 173 | 183 | 179 | 183 | 231 | 246 | 261 | 277 | 19 | 208 | 212 | 221 |
"y | 176 | 185 | 178 | 184 | 235 | 252 | 263 | 280 | 199 | 212 | 212 | 223 |
" August | 179 | 186 | 177 | 183 | 237 | 253 | 264 | 278 | 202 A 213 @ 212 | 22
September | 181 | 185 | 177 | 183 | 238 | 253 | 266 | 277 | 204 | 212 | 212 | 221 |
" October | 181 | 184 | 177 | 184 | 241 | 253 | 269 | 278 | 205 | 211 | 214 | 221
November | 182 | 181 | 178 | 184 | 243 | 253 | 270 | 277 | 206 | 210 | 215 | 221
_ December | 180 | 179 | 177 | 183 | 239 | 253 | 269 | 275 | 203 | 208 | 214 | 220 |
January 179 | 177 | 175 | 185 | 237 | 254 | 269 | 274 | 202 | 208 | 213 | 221 |
| February | 180 | 176 | 174 | 186 | 238 | 253 | 267 | 274 | 203 | 207 | 211 | 221
" March | 180 | 176 | 175 | 185 | 239 | 254 | 268 | 275 | 204 | 207 | 212 | 221 |

" Averge | 178 | 181 | 177 | 183 | 236 | 251 | 265 | 276 | 201 | 209 | 212 | 220 |

__Calculation of Inflation Index (CPI-40%, WPI-60%) |
~ Weighted Average of Inflation 1 4.01%  1.41% | 3.89% |

Further, the petitioner has considered the base year expenses eguivalent to the trued up O&M
expenses of FY 2013-14 as approved by the Hon'ble Commission in its True-up Order dated August
1%, 2016 and has escalated the same using the inflation index of FY 2014-15, as shown in the table
above, to derive the allowable O&M Expenses for FY 2014-15,

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

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

3) Incrementaol O&M expenses for the ensuing financial year shall be 2.5% of copital addition
during the current year. O&M charges for the ensuing financial year shall be sum of incremental
O&M expenses so worked out and O&M charges of current year escalated on the basis of
predetermined indices as indicated in regulation 4.3(1)."

Accordingly, the Petitioner has worked out the incremental O&M expenses for FY 2014-15 based
on the capital addition for FY 2013-14 and escalating the same using the inflation index of FY
2013-14. The incremental O&M expenses for FY 2014-15 as claimed by the Petitioner in the
instant True-up Petition, is depicted in the table below:

Table 2-6; Incremental Operation & Maintenance Expenses for FY 2014-15

16
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e Particulars Derivation | 2014-15 |
Net Additions tu GFA during pre::edmg year A | 545.85
In:remental o&m expenses @ 2.5% on Net B=2.50% |
Addiﬁuns to GFA ofA 13.65
Enﬁatmn [ndex ] 2. _ 7. EQ%
Preceding year OBM charge so escalated ::1:_::3} . 14.70
' Allocation of m_ﬁmnm _ | _ I B :
Lo 1) Employee costs : 9.75 |
b,} R&M expenses 1 1m0 i

| ) ARG expenses 3.15 |

The summary of the O&M expenses approved in the Tariff Order for FY 2014-15 vis-a-vis the O&M
actual expenses as per audited accounts and those claimed in the instant True-up petition are
shown in the table below:

Table 2-7: Operation & Maintenance Expenses for FY 2014-15
(All figures in Rs Crure}

' Particulars Tariff Order | Actuals as True-up
5 per audited | Petition
accounts i

| Employee Expenses - | 530.58 481.34 500.23
| Repair & Maintenance Expenses | 17258 | 28403 16140 |

| Administrative and General ExpEnses | 9802 | 23289 9246 |
 Gross Operation and Maintenance Expenses | 801.18 | 998.25 | _?s_a_l_.ps_i
' Less: Capitalisation - R ' |
_Employee Cost Capitalized | 7959 167.20 |  167.20 |
| ARG Expenses Capitalized | 1470 | 3225 | 3225
' | Total Capitalization | 9423 | 19946 199.46
| Net Operation and Malntenante Expenses | 706.89 | 798.80 554.63 |

INTEREST ON LONG TERM LOANS

Interest cost is an uncontrollable cost as the interest rate regime is determined by various external
factors and the actual loans taken are consequential to the capital expenditure undertaken by the
Petitioner.

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

The Petitioner for the purposes of this true up petition for FY 2014-15 has claimed the interest and
finance charges based on the same philosophy.

Considering the Capital Work in Progress balances (CWIFP) and Gross Fixed Asset (GFA) balances as
per audited accounts, the Petitioner has derived the actual capital investments undertaken by it in
FY 2014-15. The details are provided in the table below:

Table 2-8: Capital Investments in FY 2014-15
(Al figures in RBs Crore)

Particulars Derivation | True up Petition
Opening WIP as on 1st April A 5 418.86
| Investments T _| 141630
| Employee Expenses Capitalisation | __c l 167.20
| A&G Expenses Capitalisation - o 3235
| Interest Capitalisation on Interest on lon
| term !oansp ____fs_ _D e E 13:32
:r Total Investments  F= A+B4CHD+E i 2054.54
Transferred to GFA (Total Capitalsation) ¢ | s
_ Clqs:i_l_'lg wep E H= F-G 596.59

The table below summarises the amounts received towards consumer contributions, capital
grants and subsidies in FY 2014-15:

Table 2-9: Consumer Contributions, Capital Grants and Subsidies in FY 2014-15
(All figures in Rs Crore)

| HTE‘E;’E“ True up Petition
Opening Balance of Consumer Contributions, Grants and

| Subsidies towards Cost of Capital Assets 1,003.99

. Additions during the year : P . 260.38

| Less: Amortisation - 47.69 5

Closing Balance o 121668 |

Thus, the eligible financing of the capital investment is depicted in the table below:

Table 2-10: Financing of the Capital Investments in FY 2014-15

(Al figures in Bs Crore)

(B

-"\..-1_/“\.,-;- [_ngi_,_.‘-""’—
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Particulars Derivation True up
-— - mrea mama = Pﬂﬁtlun )
| Investment - . ) A | 141630 |
Less: x -
Consumer Contribution - | 26038
-:i_ny_g_s_tr_r]_g_ntfunded by debt and equity ) ) C=A-B - 1,155.92 |
 DebtFunded L 70% | 809.5 |
Equity Funded ol 30% | 34678

Thus, from the above tables it is seen, that the Petitioner has made an investment of Rs. 1,416.30
crore in FY 2014-15, The consumer contributions, capital subsidies and grants received during the
corresponding period is Rs. 260.38 crore. Thus, balance Rs. 1,155.92 crore have been funded
through debt and equity. Considering a debt equity ratio of 70:30, Rs. 809.15 crore or 70% of the
capital investment is approved to be funded through debt and balance 30% equivalent to Rs.
346.78 crore through equity. Allowable depreciation for the year has been considered as
normative loan repayment.

The actual weighted average rate of 8.72% has been considered for computing the eligible interest
expenses. The opening balance of long term loan has been considered equivalent to the closing
loan balance for FY 2013-14 as approved by the Hon'ble Commission in the True-up Order

Considering the above, the gross interest on long term loan is Rs. 145.24 crore. The interest
capitalisation has been considered at the same rate as per audited accounts. The computations for
interest on long term loan are depicted below:

Table 2-11: Allowable Interest on Long Term Loan for FY 2014-15
{All figures in Rs Crore)

~ Particulars ] True up Petition |
Openingloan o i 1,416.81 |
| Loan Additions (70% of Investments) ] 809.15 |
| Less: Repayments (Depreciation allowable for the year) _ 312.89
| Closing Loan Balance e ceeeo o 190308
| Weighted Average Rate of Interest 8.72%
| Interest on long term loan - 145.24 Bt |
| Interest Capitalisation Rate - 13.72% |
Less: Interest Capitalized - - _ 19.92
Net Interest Charged N B 12532

2.1.4.1 INTEREST ON CONSUMER SECURITY DEPOSITS

In terms of the Regulation 4.8(3) of the Distribution Tariff Regulation, the Licensee has to pay
interest to the consumers at bank rate or more on the consumer security deposit, Further, section
47(4) of the Electricity Act 2003, states that “the distribution licensee shall pay interest equivalent

< c oA
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to the bank rate or more, as may be specified by the concerned state Commission, on the security
referred to in sub-section (1) and refund such security on the request of the person who gave such
security”

The Petitioner humbly submits that the actual interest on consumer security deposit paid in FY
2014-15 is to the tune of Rs. 23.25 crore as against Rs. 25.16 crore approved in the Tariff Order. It
is humbly prayed that the variation may be allowed in the true up.

BANK AND FINANCE CHARGES

The Petitioner humbly submits that is has incurred bank and finance charges to the tune of Rs.
0.11 crore as per audited accounts towards expenditures like bank charges, finance charges, etc as
against Rs. 0.13 crore approved in tariff order and the same be allowed in the true up for FY 2014-
15,

INTEREST ON WORKING CAPITAL

In the Tariff Order for FY 2014-15, the Hon'ble Commission had allowed Rs. 103.58 crore towards
interest on working capital. The Distribution Tariff Regulations provide for the normative interest
on working capital based on the methodology outlined in the Regulations. Accordingly, the
Petitioner hereby claims Rs. 95.83 crore towards interest on working capital for FY 2014-15 as
computed in the table below:

Table 2-12: Allowable Interest on Working Capital for FY 2014-15
(Al figures in Rs Crore)

i Particulars ] Derivation | True up Petition |
| O&M Expenses ' |
| Employee Expenses § i 5&:;:_._2_3
| R&M Expenses 1] B ) 161.40 ]
A&G Expenses N | ) - 52.46
Total O&M Expenses ) ' A 754.09
| One Month’s O&M Expenses B=1/12of A . 6284
Book Value of Stores | C 2.44
| One twelfth of the sum of book value of the
! material in stores e [?_= Haderc Al
| Receivable equivalent to 60 days average |
' billing of consumers " : _ ;" A98d2 |
' Less: Total Security Deposits by the | - -
Consumers reduced by Security Deposits | " 355.55 4‘
under section 47(1)(b) of the Electricity Act ’
| 2003 - .
| Total Working Capltai Requlmrnent G=B+D+EF | 766.62 |
Interest rate e | H - 12.50% |
Interest on working capital I=GxH ! 95.83 )
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The following table summarises the interest and finance charges claimed by the Petitioner as
against those approved by the Commission in the Tariff Order for FY 2014-15,

Table 2-13: Allowable Interest and Finance Charges for FY 2014-15
(Al figures in Rs Crore)

Actual as Trileep
Particulars Tariff Order | per audited
Petition
el accounts
| A lnterest on l.nng Term Loans ) | =
Gmss Interest on Long Term Loan 235.48 29172 145.24 |
Interest on Bonds il ~ 0oo 0oo| 000
Less Interest Capitallsatmn . 54.16 | 1992| 000
i Het Interest on Long Term Luans : 181.32 271.80 145.24
| B Finanl:e and Other Charges . 1 o
;_l_r_rmg on _{_:pnm_nmEr Security Deposits | 25.16 ' 2325 23.25
| Bank Charges i | 0.0 000 | 0.00
D:munt to Consumer B - 0.00 0.00 B U@
| Finance Charges o o masl  wEd o far
i II_JE!_I_-‘_in_an_A_:\E Charges B 25, 29 2336 2336
' C: Interest on Working Capital | 103.80 576.29 95.83
| | E
_Total (A+B+C) [ swa|  smaes| 2443

2.1.5 DEPRECIATION

The actual depreciation expense charged in the audited accounts is Rs. 109.46 crore. However, the
same has been accounted for considering the depreciation rates prescribed by the Companies Act,
1956.

The Petitioner has computed the allowable depreciation expense on the GFA base as per audited
accounts for FY 2014-15 and at the rates approved by the Commission in the Tariff Order for FY
2014-15 i.e, @ 7.84%. The Petitioner has computed the depreciation only on the depreciable
asset base and has excluded the non-depreciable assets such as land, land rights, etc.

Considering this philosophy, the gross entitlement towards depreciation has been computed at Rs.
360.58 crore.
Table 2-14: Gross Allowable Depreciation for FY 2014-15

(All figures in Rs Crore)
R AT e

B Aaditions to,

. Land & Land Rights E
| 1) Unclassified | 003 L. : )
_ii) Freehold Land N I N
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. Particulars | Opening | Additions to | Deductions | Closing | Depreciation | Allowabie |
' Buildings | 46.16 5443 | - | 10059 | 7.84% | 575 |
' Other Civil Works . 14.17 - 1437 | 7.84% 0.56
' Plants & Machinery 799.15 | 1,638.14 518.95 191833 |  7.84% | 10653
Lines, Cable Network { - |
etc. 1,648.48 1,292.70 |  30.74 291044 | 7.84% 17871
" Vehicles | a1s 178 | 014 | 580 | 7.84% 039
Furniture & Fixtures | 576 397 | - | e713 | 7.88% 061 |
Office Equipments | 4041 | 5276 | - | 937 784% | 528
 Jeep & Motor Car | : s = § = | > |
Total | 254415 | 3,05898 | 549.84 | 505329 29782
i [ i i | A—
Fixed Asset as per | _ . I
| TransferScheme | 1,601.03 | (1,601.03) { - | 784% | 6276
| J e =i | | -
(GRANDTOTAL | 4usis | ias7ss | Siomi | spaas | 7N | 30si

The Petitioner has traced the figures in respect of depreciation charged on assets created out of
consumer contributions, capital grants and subsidies from the audited accounts. This equivalent
depreciation amounting to Rs. 47.69 crore has been reduced from the allowable depreciation for
FY 2014-15.

Thus the allowable depreciation for FY 2014-15 is Rs. 312.89 crore as depicted in the table below:

Table 2-15: Net Allowable Depreciation for FY 2014-15

) - ~ |All figures in Rs Crore)
[ Particulars i Actual as per True-up
! ==t audited accounts Petition
| Gross Allowable Depreciation e 157.15 360.54
Less: Equivalent amount of depreciation | i
on assets acquired out of the Consumer 47.69 | 47.69 i
| Contribution and GoUP Subsidy B | |
| Net Allowable Depreciation 109.46 | 31285 |

Further, in line with the Hon'ble Commission directives, the Petitioner is also submitting the Fixed
Assets Register from FY 2012-13 to 2014-15 prepared as specified in the Distribution Tariff
Regulations, 2006, duly matching with the Audited accounts of the Petitioner. Therefore it is
requested, that the full depreciation for FY 2014-15 should be allowed to the Petitioner, as
claimed under the Truing-up Petition.
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2.1.6 PRIOR PERIOD EXPENSES AND OTHER EXPENSES

The Petitioner submits that it prepares its financial statements in compliance with Generally
Accepted Accounting Principles (GAAP's) and Accounting Standards issued by Accounting
Standards Board of Institute of Chartered Accountants of India.

There are certain prior period items which have been identified and incorporated in the audited
financial statements for 2014-15. As per Accounting Standards (AS 5) (Revised) on ‘Net Profit or
Loss for the Period, Prior Period Hems and Changes in Accounting Policies’ states:

‘Prior period items are income or expenses which arise in the current period as a result of errors or
omissions in the preparation of the financial statements of one or more prior periods’

Also there have been some other miscellaneous expenses which have been identified and
incorporated in the financial statements for FY 2014-15, such as Provision for Loss against theft of
Fixed Assets pending investigation, Provision for Bad & Doubtful Dues from staff on accounts or
various reasons, etc.

However, the Hon'ble Commission in its previous true-up order has disallowed the claim of the
Petitioner towards inclusion of Prior-period expensefincome in the ARR of the licensee and
directed the Petitioner to file a separate petition for approval of prior period expenses [ incomes,
clearly indicating the head-wise year-wise bifurcation of prior period expenses / incomes clearly
indicating the impact of such expenses / incomes on various ARR components. The said directive
of the Commission is reproduced below:

“4.7.6 Thus, in line with the approach adopted by the Commission in its earlier True up Orders
ond Judgment of the Hon’ble APTEL, the Petitioner is again directed to file o separate Petition for
approval of prior period expenses / incomes. The Petition should clearly indicate the head-wise
yvear-wise bifurcation of prior period expenses / incomes clearly indicating the impact of such
expenses / incomes on vorious ARR components, and such impact should not exceed the
normative expenses for any particular year. Based on the data submitted by the Petitioner, the
Commission after scrutiny and prudence check shall consider the expenses under the above head
as it deems fit.”

Therefore, the Petitioner in line with the Commission’s directive has not claimed any expenses
towards prior period expenses [/ incomes in the instant true-up petition for FY 2014-15. However
it reserves the right to approach the Commission for allowing of period expenses / incomes from
FY 2008-02 to FY 2014-15, with a separate petition providing head-wise year-wise bifurcation of
prior period expenses / incomes and indicating the impact of such expenses / incomes on various
ARR components, _
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PROVISION FOR BAD AND DOUBTFUL DEBTS

The Tariff Order for FY 2014-15 did not allow any amounts towards Provision for Bad and Doubtful
Debts. The Petitioner humbly submits that such expenses are legitimate business expenses. It is
further submitted that provision for bad & doubtful debts are accepted accounting principle even
in sector like Banking where the provisioning of un-collectable dues are considered as a normal
commercial practice.

The entitlement towards provision for bad and doubtful debts has been computed at 2% of the
closing revenue receivables as per audited accounts of the relevant financial year.

Table 2-16: Allowable Provision for Bad and Doubtful Debts
{All Figures in Rs Crore)

Er Particulars _ Rs Crore ]
| Total Revenue Receivables from Retail Sales | 526674 |
% of Provision for Bad and Doubtful Debts | 2%
Provision for Bad and Doubtful Debts 10533 ’

Further, in past the Hon'ble Commission has disallowed the claim of the Petitioner towards
allowance of provision of Bad and Doubtful Debts on the ground of lack of approved transparent
policy on identifying and writing off bad debts. In this regard, the Petitioner hereby submits that
the complete policy for identifying and writing off the Bad and doubtful debts, clearly depicting
the procedure adopted for writing off bad debts along with policy framework for managing bad
debts is submitted along-with the petition for the Commission’s perusal marked as Anneure-XX.

REVENUE SIDE TRUING UP
REVENUE FROM SALE OF POWER

The Hon'ble Commission had projected revenue from sale of power of Rs. 6102.17 crore for FY
2014-15. The audited accounts have reported the actual revenue from sale of power to be Rs.
6354.75 crore (including delayed payment surcharge) towards electricity sales of 11,665.40 MU,

NON TARIFF INCOMES

The Petitioner submits that against the projected non tariff incomes of Rs. 20.45 crore in the Tariff
Order, the actual non tariff incomes have been Rs. 33.84 crore.
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2.2.3 GOUP SUBSIDY

In the Tariff Order for FY 2014-15, the Hon'ble Commission had projected the revenue subsidy
from GoUP to be Rs. 744.12 crore. However the actual subsidy received from GoUP by the

2.2

Petitioner is Rs. 902.60 crore.

4

AGGREGATE REVENUE REQUIREMENT FOR FY 2014-15 AFTER TRUING UP

The Aggregate Revenue Requirement for FY 2014-15 after final truing up is summarised in the

Table below:

Table 2-17: ARR for FY 2014-15 after Final Truing Up
(All figures in Rs Cmre]

~ Particulars ~ Approved | Actuals as per
, el o audited
EL. - =5 - o i :a:mme':___.._: _
Ppwgr Purchase Expenses 5750.92 - 679411
| Transmission Charges 290.54 232.49

| Employee Expenses - 530.58 481 34_ )

| Repair and Maintenance Expenses 172.58 284.03

| ARG F.:tpenses N 98.02 23289

Grms Interest on Long Term Loans — 235.48 291?2

Interest o Bonds _ 0.00 0.00 i

| Interest to Consumer 25.16 23.25
| Flnam:e f_'harges 013 011
[ Interest on Waorking Capital 103.80 576. 29

Discount to Consumers | . I E- GD

 Depreciation 385.71° | 109.46 |

Prior Period Expenses 0.00 -153.21

Other Mlsc Expenses [ Incomes ) 0.00 0.0 ;

Provision for Bad and Doubtful Debts . 000 ~ 98.8 105.33

Gross Expenditure | 749%6.49  8970.66 | 8530.18

 Less: Employee Capltahsatmn | 7959 | | g« ) 15? 20

| Less: A&G Capitalisation . | 1a30 | 3235 3225 |

_L_F.Es_ _J_thgs_t Capitalisation | ‘5416 | 19.f 92 0.00

 Total Capitalisation 14845 21938 | 19946 |

| NetExpenditure 7444.47 | 8751.28 8330.72

' Add: Return on Equity 0.00 0.00 0.00

Less Nun tar!ff Incomes 2045 |  33.84 33.84

| Add: Ef'ﬁcmnw Gains . 000 0.00 0.00

 Annual Revenue Requirement ) 7424.02 8717.45 ~ 8296.88

Revenue from Tariff incl DPS - 610217 6354 75 6354.75

GoUP Subsidy - 74412 | 139761 | 902.60

Net Revenue Gap 577.73 965.09 | 1039.58

Less: Additional Subsidy to be provided by GoUP 155.26 ]

Total GAP 42247 | 965.09 1039.54
*including the deprecmrmn amount to the tune of Rs. 96.43 crore being being withheld due to non- mmntenanceuf Fixed Asset
Register

'Ararﬂvn. LEW
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The Petitioner requests the Hon'ble Commission to consider the revenue side true-up and expense side
true-up as per the aforementioned sections wherein the net revenue gap has been computed at Rs.
1,035.54 crore. The Petitioner humbly requests the Hon'ble Commission to consider the same along
with the ARR for 1" Control Period.

Further the Petitioner requests the Hon'ble Commission to kindly allow the Licensee to have the 50%
sharing of the efficiency gains, wherever the petitioner has been able to operate efficiently in line with
Regulation 4.11 of the U.P. Electricity Regulatory Commission (Terms and Conditions for Determination
of Distribution Tariff) Regulation-2006.
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3. COMPLIANCE OF HON'BLE COMMISSION'S DIRECTIVES
The Hon'ble Commission had issued certain directives to the Petitioner in the FY 2016-17 tariff
order dated 1" August 2016. The Petitioner submits the status of compliance of the directives as
follows.
Table 3-1: Status of Compliance of Directives
STATUS OF COMPLIANCE OF DIRECTIVES OF TARIFF ORDER FOR FY 2013-14 DATED MAY 31, 2013
Sl. | Deseription of Directive Time Period For | Commission's MVVNL's Submission
No compliance from | Direction
the date of issue
of the Tariff
Order
1 | The Commission directs the | Immediate The Licensee should | As per the existing provisions
Licensee to pressingly pursue the pursue the matter | of statutory framework, the
proposal for allocation of PPAs to with GoUP  and | allocation of PPAs to Discoms
Discoms with GoUP and expedite complete the | is the specific prerogative of
the process of allocation, \ process at the | Govt. of Uttar Pradesh.
earliest. In line with this frame work
UPPCL previously in 2007 had
sent a proposal to Govt. of
UP for issuing of notification
of allocation of PPAs, which
however remained awaited.
Since, the consumer profile
and their energy
consumption  pattern  are
dynamic in nature, hence the
proposal sent to Gowt, of UP
in year 2007 needs to be
reexamined for  current
context.
UPPCl in  March, 2016
constituted for allocation of
existing PPAs and Energy
being received from State
Sector  Projects to  the
Discoms.
2 |The Commission directs the | Within 3 months | The Commission has | The comments has been
s p g At
& i o, &2
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Sl. | Description of Directive Time Period For | Commission's MVVNL's Submission
No compliance from | Direction
the date of issue
of the Tariff
Order
Licensee to pressingly pursue the addressed the same | addressed the same in EY
GoUP for finalisation of the in its directive for FY | 2016-17
Transfer Scheme and submit a 2016-17
copy of the same.
3 The Commission reiterates its | Immediate The Commission has | The comments has been

direction to the Licensee to
ensure proper maintenance of
detailed fixed assets registers as
specified in the Distribution Tariff
Regulations. As the fixed asset
registers are pending since the
creation of Discom, the
Commission directs the Licensee
to submit a status report and
provide the proposed timelines /
milestones for clearing the
backlog.

The Commission understands
that clearing the backlog would
take substantive time. In order to
ensure that fixed asset registers
are timely and regularly prepared
going forward, the Commission
directs the Licensee to prepare
the fixed asset registers duly
accounting for the yearly
capitalisation from FY 2012-13
onwards., The capitalisation for
the period before that may be
shown on gross level basis. This
dispensation is merely to ensure
that the proper asset registers
capturing all necessary details of
the asset, including the costs
incurred, date of commissioning,
location of asset, and all other
technical details are maintained
for the ensuing years. However,
the Licensee would alsa be
required to clear the backlog in a
time bound manner. Upon

addressed the same
in its directive for FY
2016-17

addressed the same in FY
2016-17
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5l. | Description of Directive Time Period For | Commission's MVVNL's Submission

No compliance from | Direction

the date of issue
of the Tariff
Order

finalisation of the Transfer

Scheme and clearing of backlog,

the Licensee may update the

fixed asset registers

appropriately by passing

necessary adjustments,

4 The Commission directs the Along with the | The Commission has | The comments has been
Licensee to frame an appropriate | petition for FY | addressed the same | addressed the same in FY
policy on capitalization of (i} | 2014-15 in its directive for FY | 2016-17
employee costs, and (i) A&G 2016-17.
expenses,

5 | The Commission directs the Along with the | The Commission has | The comments has been
Licensee to  submit Fresh | petition for Fy addressed the same | addressed the same in FY
Actuarial Valuation Study Report | 2014-15 in its directive for FY | 2016-17
in respect to employee expenses. 2016-17

& | As lack of approved transparent | Within 1 month The Commission has | The comments has been
policy on identifying and writing addressed the same | addressed the same in FY
off bad debts is hindering in its directive for FY | 2016-17
allowance of bad debts as an ARR 2016-17
component; the Commission
directs the Licensee to submit
ten sample cases of LT & HT
consumers where Orders have
been issued for writing-off bad
debts, clearly depicting the
procedure adopted for writing
off bad debts along with policy
framework for managing bad
debts for the Commission’s
perusal.

7 | The Commission directs the | Within 4 months The Petitioner | UPPCL has been requested to

Licensee to evolve principles for
prudent segregation of ARR
towards wheeling function and
retail supply function embedded
in the distribution function in
accordance with Clause 2.1.2 of

should comply with
the direction of the

Commission as per
the  time lines
mentioned in the
UPERC MYT,

carry out a joint study for all
discoms for segregation of

ARR towards

wheeling

function and retail supply
function embedded in the

distribution

function

in
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5. | Description of Directive Time Period For | Commission's MVVNL's Submission
No compliance from | Direction
the date of issue
of the Tariff
Order
the Distribution Tariff Regulations, 2014. accordance with Clause 2.1.2
Regulations. of the Distribution Tariff
Regulations,

8 | The Commission directs the | Within 3 months | The Petitioner | It is respectfully submitted
Licensee to submit a long term should submit the | that the licensee s
business plan in accordance with business plan for the | submitting its MYT Business
Clause 2.1.7 of the Distribution control period as per | plan along with this MYT
Tariff Regulations. The Licensee the UPERC MYT, | tariff Petition before the
in such business plan shall Distribution Tariff Hon'ble Commission.
identify capex projects for the Regulations, 2014 at
ensuing year and subsequent the earliest.
four years and submit detailed
capital investment plan along
with a financing plan for
undertaking the identified
projects in order to meet the
requirement of load growth,
refurbishment and replacement
of equipment, reduction in
distribution losses, improvement
of voltage profile, improvement
in quality of supply, system
reliability, metering,
communication and
computerization, etc.

9 |The Commission directs the | Within 3 months The Commission has | The report has already been
Licensee to conduct addressed the same | submitted,
benchmarking studies to in its directive for
determine the desired FY2016-17.
performance standards in
accordance with Clause 2.1.8 of
the Distribution Tariff
Regulations.

10 The Commission directs the Within 3 months | The Petitioner | Madhya Pradesh Electricity
Licensee to conduct proper loss should submit the | Regulatory Commission has
estimate studies for assessment same at the earliest. | approved tﬁariﬂ‘ on the basisJ
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5l. | Description of Directive Time Period For | Commission's MVVNL's Submission
No compliance from | Direction
the date of issue
of the Tariff
Order
of technical and commercial of voltage wise cost of service
losses under its supervision so for FY 2017-18. Hence
that the Commission may set the Madhya Pradesh has been
base line losses in accordance approached to take
with Clause 3.2.3 and Clause advantage their experience in
3.2.4 of the Distribution Tariff this regard and efforts are
Regulations and submit the being made to expedite the
report to the Commission. same.
The study shall segregate
voltage-wise distribution losses
into technical loss (i.e.
Ohmic/Core loss in the lines,
substations and equipment) and
commercial loss (i.e.
unaccounted energy due to
metering
inaccuracies/inadequacies,
pilferage of energy, improper
billing, no billing, unrealized
revenues etc.).

11 | The Commission directs the Within & months The Petitioner | This study is linked with the
Licensee to conduct Cost of should submit the Voltage wise line loss as per
Service studies which would same at the earliest. | point 10 above. Action shall
serve as a tool for alignment of be taken after completion of
costs and charges and submit above study.
details regarding the cost of
service studies for each category
or voltage level.

12 | Commission directs the Licensee | Within 2 month The Commission has | The comments has been

to submit a road map for 100%
metering in its licensed area.
However, based on the ground
realities, if the Distribution
Licensee seeks exemption
towards its metering obligation
for any particular category of

addressed the same
in

its directive for Fy
2016-17

addressed the same in Fy
2016-17
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No

Description of Directive

Time Period For
compliance from

the date of issue
of the Tariff
Order

Commission's
Direction

MVVNL's Submission

consumers, it must provide the
revised norms
specific for its supply area, based
on fresh studies, for assessment
of consumption for these
categories. Sales forecast for un-
shall be
validated with norms approved
by the Commission on the basis
of above study carried out by the
Licensee.

Commission

metered categories

13 | The Commission directs the | Within one month | The Commission has | The comments has been |
Licensee to install electronic addressed the same | addressed the same in FY
meters in  the residential in its directive for FY | 2016-17
consumers under LMWv-10 2016-17.
category and submit a progress
report every month.

14 | The Commission directs the Along with the | The Commission has The comments has been
Licensee to submit data related | petition for FY addressed the same | addressed the same in FY
to its peak demand and off peak | 2014-15 in its directive for FY | 2016-17
demand in MW along with its 2016-17.
sales projections in accordance
with Clause 3.1.4 of the
Distribution Tariff Regulations.

15 | The Commission directs the Along with the | The Commission has | The comments has been
Licensee to reconcile the inter- petition for FY | addressed the same addressed the same in FY
unit balances lying unreconciled | 2014-15 in its directive for FY | 2016-17
either  itself or through 2016-17
independent chartered
accountant firms.

16 | The Commission directs the Every quarter as | The Commission has | The comments has been
Licensee to file submissions in per the time | addressed the same addressed the same in FY
respect of FPPCA in a timely and | frame prescribed | in its directive for FY | 2016-17
regular manner, in the Regulations | 2016-17

17 | The Commission directs the By 30th | The Commission has | The comments has been
Licensee to depict the regulatory | September 2014 addressed the same addressed the same in FY

|

surcharge distinctly in  the

in its directive for FY
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to arrange for quarterly
meetings between the MDs
of the Licensees and the
consumer representatives
for solving various
Erievances of the
consumers and submit a
status  report containing
details of such meetings
along with the next ARR

filing.

submit status report
for FY 2015-16 at the
earliest.

Sl. | Description of Directive Time Period For | Commission's MVVNL's Submission
No compliance from | Direction
the date of issue
of the Tariff
Order
electricity bills of the consumers 2016-17 2016-17
and create separate accounting
fields to capture the amounts
collected as regulatory surcharge
in both of its financial and
commercial  statements, The
Commission directs the Licensee
to provide the details of the
regulatory surcharge so collected
for FY 2013-14 duly certified by
the statutory auditor.
STATUS OF COMPLIANCE OF DIRECTIVES OF TARIFF ORDER FOR FY 2014-15 DATED OCTOBER 1, 2014
| sl | Description of Directive Time Period for| Commission's MVVNL's Submissions
No compliance  from Direction
the date of issue of
the Tariff Order
1| The Licensee are directed | Immediate The Licensee should | As  per directives  of

Government and Corporation
MD’s and all other officers
mandatarily sit in their offices
from 10.00 AM to 12.00 noon
to meet the consumer/
representatives.  All  higher
have been directed to open
their Twitter accounts and
action is being taken on
various consumer grievances.
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5l. | Description of Directive Time Period for Commission's MVVNL's Submissions
No compliance  from Direction
the date of issue of
the Tariff Order

2 | The Commission directs the | Immediate Licensee should | The actual interest on
Licensee to pay the submit the details of | consumer security deposit in
applicable  interest on the actual interest | FY 2014-15 and FY 2015-16 is
consumer's security deposit on consumer | to the tune of Rs. 23.25 crore
as per the Orders of the security deposit paid | and Rs. 0.06 crore
Commission and submit the to the consumers in | respectively.
compliance report with the FY 2014-15 & FY
next ARR filing. Licensees 2015-16
are directed to ensure the
timely payment of the
interest on security deposit
to the consumers.

3| As regards the wvarious | Immediate Licensee should | In compliance of directives of
complaints of the submit the | Hon'ble commission for wide
stakehelders brought to the advertisement given | publicity of CGRF for
notice of the Commission regarding CGRF to | consumer aware-ness
during public hearing, the bring awareness | advertisement/ information is
Licensee is directed to look amongst the | being printed regularly on the
into the matters and take consumers at the | electricity  bills of the
appropriate action on the earliest consumers,
same. Further, the Licensee
must ensure that proper
advertising regarding CGRF
is done to bring awareness
amongst the consumers.
The chairperson of the
CGRF should also be part of
such public hearings so that
a direct interaction may
take place and the
grievances of the
consumers could be settled
in a more appropriate
manner

4 | To provide accurate and | Within 6 months | The Commission has | The comments has been
effective consumption | from issue of this | addressed the same addressed the same in FY
norms, the Commission | Order in its directive for FY 2016-17

directs the Petitioners to
conduct a detailed study
which should include all the
relevant details pointed out
by the Commission.

2016-17
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5l.
No

Description of Directive

Time Period for
compliance  from
the date of issue of
the Tariff Order

Commission's
Direction

MWVVNL's Submissions

As regards the
Commission's directives to
submit a road map for
100% metering in its
licensed area given in the
Tariff Order dated 31st
May, 2013, the Licensees
has not complied with the
directions of the
Commission. The
Commission once again
directs the Licensee to
comply with the direction
given by the Commission in
this Order and accordingly
put it sincere efforts to
achieve 100% metering,

3 months from Issue
of this Order

The Commission has
addressed the same
in its directive for FY
2016-17

been
FY

The comments has
addressed

2016-17

the same in

The Commission directs the
Distribution Licensees to
formulate a mechanism so
as to make their officials
accountable by providing
incentives or disincentives
for achievement or non-
achievement of the
distribution loss and the
collection efficiency targets.
The Policy should include all
the relevant details pointed
out by the Commission in
this Order

Within 2 maonths
from the issue of
this Order

The Commission has
addressed the same
in its directive for FY
2016-17

The has been
addressed the same in FY
2016-17

comments

The Commission further
directs the Petitioner ta
sign the MoUs to be
implemented at all levels
and submit the copy of the
same to the Commission
within 2 months from the
date of this Order.

Within 2 months
from the date of
issuance of this
Order

The Commission has
addressed the same
in its directive for Fy
2016-17

The comments has been
addressed the same in FY
2016-17
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Sl. | Description of Directive Time Period for Commission's MVVNL's Submissions
No compliance  from Direction

the date of issue of

the Tariff Order

& | The Commission directs the | Next ARR filing The Commission has | Data has already  been
Petitioner to provide the addressed the same | submitted,
actual power purchase data in its directive for FY
in the format specified by 2015-16
the Commission along with
the ARR Petition for FY
2015-18,

9 | As regards timely filing of | Immediate The Commission has | The comments has been
FPPCA the Commission addressed the same addressed the same in FY
once again directs the in its directive for Fy 2016-17
Licensee that they should 2016-17
file FPPCA in a timely and
regular manner in
accordance with the
Distribution Tariff
Regulations, 2006 failing
which the Commission may
have to resort to take strict
action against the
Licensees,

10 | As regards the increasing | By 31" March, 2015 | The Petitioner | As per directives of Hon'ble
number of unmetered should adhere to the | commission work-plan  for
consumers the Commission timeline as specified | 100% metering of un-
accords a final opportunity by the Commission | metered consumers has been
to the Distribution Licensee from time to time prepared and has already
and directs them to ensure been submitted to the
that all their unmetered Hon'ble commission. As per
consumers get converted the work plan division wise
into metered connection, targets have been fixed for

achieving 100% metering
before June 2018,

11 | As  regards the RPO | Next ARR filing The Commission has | The comments has been
Obligation the Licensee are addressed the same | addressed the same in FY
directed to ensure that they in its directive for Fy 2015-16
procure renewable energy 2015-16
in accordance with
Regulation 4 of the UPERC
{Promotion of Green Energy
through Renewable
Purchase Obligation)

Regulations, 2010 during FY
201415 to meet their

obligation.
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5l. | Description of Directive Time Period for Commission's MVVNL's Submissions
No compliance  from Direction
the date of issue of
the Tariff Order
12 | As regards the choice of | Next ARR filing The Commission has | The comments has been
connection, the Licensee, in addressed the same addressed the same in FY
accordance  with  the in its directive for FY | 557516
provisions of the supply 2015-16.
code wherein the consumer
has the choice to opt the
supplier, is directed to
release connections to all
such consumers who desire
to disconnect their
connections from the single
point supplier and instead
wish to take connections
directly from the Licensee
and submit the status
report on the same along
with next ARR filing
13 | The Licensee is directed to | Immediate The Licensee must | The Petitioner hereby states
provide the monthly MRI expedite the process | that in compliance to the
reports to all the applicable to comply with the | Commission directives, it is in
consumers through email. direction given by | the process of summarizing
The consumers would be the Commission and | the  head-wise year-wise
required to register their submit the | bifurcation of prior period
email to the Licensee and compliance of the | expenses / incomes and
submit the status report an same at the earliest. | would approach the
the same along with next commission for approval of
ARR filing the same with a separate
Petition.
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5l. | Description of Directive Time Period for Commission's MVVNL's Submissions
No compliance  from Direction

the date of issue of

the Tariff Order

14 | The Licensee is directed to | 1 month from the The Commission has | The comments has been
file a separate Petition for | date of issuance of | addressed the same | addressed the same in FY
approval of prior period | this Order in its directive far FY 2015-16.
expenses / incomes. The 2015-16
Petition  should clearly
indicate the head-wise
year-wise  bifurcation of
prior period expenses [
incomes clearly indicating
the impact of such
expenses [ incomes on
various ARR components,
and such impact should not
exceed the normative
expenses for any particular
year.

15 | The Licensee is directed to | By end of FY 2014- | The Commission has | The comments has been
submit a note detailing the | 15 addressed the same addressed the same in FY
area-wise actual number of in its directive for FY 2015-16.
supply hours provided to 2015-16
rural areas by the end of FY
2014-15. |
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No

Description of Directive

Time Period for
compliance  from
the date of issue of
the Tariff Order

Commission’s
Direction

MVVNL's Submissions

16

The Licensee is directed to
depict the Regulatory
Surcharge separately and
distinctly in the electricity
bills of the consumers. The
Commission directs the
Licensee to maintain
separate accounting fields
for both the regulatory
surcharges approved vis-a
vis the Commission's Order
dated 6th June, 2014 and
that approved in this Order,
and capture the two
different amounts collected
as Regulatory Surcharges in
both of its financial and
commercial statements.
This would enable the
Licensee to correctly report
the amounts collected
towards Regulatory
Surcharges.

The Commission has
addressed the same
in its directive for FY
2016-17

Immediate

The comments has been
addressed the same in FY
2016-17.

17

The Dist_r_ibutinn Licensee is
directed to submit the
actual Regulatory Surcharge
recovered in FY 2014-15 on
account of the Revenue
Gap / Regulatory Asset
admitted by the
Commission in this Order
along  with the actual
Distribution Losses
achieved in F¥Y 2014-15 and
additional target consumers
added in FY 2014-15 hy
15th April, 2015.

By 15th April, 2015 | The Commission has
addressed the same
in its directive for Fy

2016-17

The comments has been
addressed the same in Fy

2016-17,
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STATUS OF COMPLIANCE OF DIRECTIVES OF TARIFF ORDER FOR FY 2015-16 DATED JUNE 18, 2015

5l. | Description of Directive Time Period for | Commission’s MVVNL's Submissions
No compliance Direction

from the date

of issue of the

Tariff Order

1 The Commission directs the | Within 3 | The Commission has | The  comments has been
Licensee to pressingly pursue | months addressed the same | addressed the same in FY 2016-17.
the GoUP for finalisation of in its directive for FY
the Transfer Scheme and 2016-17
submit a copy of the same. N

2 The Commission reiterates its | Immediate The Commission has | The  comments has  been
direction to the Licensee to addressed the same addressed the same in FY 2016-17
ensure proper maintenance in its directive for FY
of detailed fixed assets 2016-17
registers as specified in the
Distribution Tariff
Regulations. As the fixed
asset registers are pending
since the creation of Discom,
the Commission directs the
Licensee to submit a status
report and provide the
proposed timelines /
milestones for clearing the
backlog.

3 The Commission directs the Along with the | The Commission has | The comments has been
Licensee to frame an petition for FY | addressed the same addressed the same in FY 2016-17
appropriate policy on | 2016-17 in its directive for FY
capitalization of (i) employee 2016-17
costs, and (ii) A&G expenses.

4 The Commission directs the | Along with the | The licensee must | The matter has been taken up with

Licensee to submit Fresh
Actuarial  Valuation  Study
Report in respect to employee
expenses.

petition for FY
2016-17

submit the steps
taken from its side
to take wup the
matter with UPPCL
at the earliest

the UPPCL and requested to conduct
Lhe study at UPPCL level.
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5. | Description of Directive Time Period for | Commission's MVVNL's Submissions
No compliance Direction

from the date

of issue of the

Tariff Order

5 As  lack of approved | Within 1 month | The Commission has | The  comments has  been
transparent policy on addressed the same addressed the same in FY 2016-17
identifying and writing off bad in its directive for FY
debts is hindering allowance 2016-17
of bad debts as an ARR
component; the Commission
directs the Licensee to submit
ten sample cases of LT & HT
consumers where orders have
been issued for writing off
bad debts, clearly depicting
the procedure adopted for
writing off bad debts along
with policy framework for
managing bad debts for the
Commission’s perusal.

& The Commission directs the Along with the | The Commission has | The comments has  been
Licensee to submit data | petition for FY addressed the same addressed the same in FY 2016-17
related to its peak demand | 2016-17 in its directive for FY
and off peak demand in MW 2016-17
along with its sales
proejections in accordance
with Clause 3.14 of the
Distribution Tariff
Regulations.

7 The Commission directs the | Along with the | The Commission has | The  comments has  been
Licensee to reconcile the | petition for FY addressed the same | addressed the same in FY 2016-17
inter-unit balances lying un- | 2016-17 in its directive for FY
reconciled either itself or 2016-17
through independent
chartered accountant firms.

8 The Commission directs the | Immediate Licensee should [ The actual interest on consumer

Licensee to pay the applicable
interest on consumer's
security deposit as per the
Orders of the Commission and
submit the compliance report
with the next ARR filing
Licensees are directed to
ensure the timely payment of
the interest on security
deposit to the consumers,

submit the details of
the actual interest

on consumer
security deposit
paid to the

consumers in FY
2014-15 & FY 2015-
16

security deposit in FY 2014-15 and
FY 2015-16 Is to the tune of Rs,
23.25 crore and Rs. 0.06 crore
respectively.
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Sl. | Description of Directive Time Period for | Commission's MVVNL's Submissions
No compliance Direction

from the date

of issue of the

Tariff Order

g As regards the Commission's | 3 months from | The Commission has | The comments has  been

directives to submit a road | issue of this addressed the same | addressed the same in FY 2016-17
map for 100% metering in its | Order in its directive for FY
licensed area given in the 2016-17
Tariff Order dated 31st May,
2013, the Licensees has not
complied with the directions
of the Commission. The
Commission  once  again
directs the Licensee to comply
with the direction given by
the Commission in this Order
and accordingly put it sincere
efforts to achieve 100%
metering.

10 | The Commission further | Within three | The Commission has | The  comments has  been
directs the Petitioner to sign | months  from | addressed the same addressed the same in FY 2016-17
the MoUs to be implemented | the date of | in its directive for FY
at all levels and submit the | issuance of this | 2016-17
copy of the same to the | Order
Commission

11 | The Commission directs the | Next ARR filing | The petitioner | The actual power purchase data has

Petitioner to provide the
actual power purchase datain
the format specified by the
Commission along with the
ARR Petition for FY 2016-17

should submit the
power procurement
data in the required
format at  the
earliest

been submitted during the
proceedings of ARR Tariff petition
FY 2016-17.
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Description of Directive

Time Period for
compliance
from the date
of issue of the
Tariff Order

Commission’s
Direction

MVVNL's Submissions

12

As regards timely filing of
FPPCA the Commission once
again directs the Licensees
that they should file FPPCA in
a timely and regular manner
in accordance with the
Distribution Tariff
Regulations, 2006 failing
which the Commission may
have to resort to take strict
action against the Licensees
like disallowance of additional
power purchase expenses and
the associated carrying cost
on account of additional
Power Purchase expenses or
any other action that the
Commission may deem fit
while doing the Truing up.

Immediate

The Commission has
addressed the same
in its directive for FY
2016-17

The comments  has been
addressed the same in FY 2016-17

13

As regards the RPO Obligation
the Llicensee is directed to
ensure that they procure
renewable energy in
accordance with Regulation 4
of the UPERC (Promotion of
Green Energy through
Renewable Purchase
Obligation) Regulations, 2010
during FY 2014-15 to meet
their obligation.

Next ARR filing

Petitioner  should
submit the RPO
obligation met in FY
2014-15 & FY 2015-
16 and must
demonstrate  that
how it is going to
comply with the
RPO cbligation in FY
2016-17 separately

showing the
procurement  and
obligation from
solar & non solar
sources, The
Petitioner  should
submit the same at
the earliest

The Discom has filed a petition
before the Hon,ble Commission
seeking relaxatition ion target off
Renewable Purchase obligation. The
said petition is still pending beforg
the Hon'ble commission forl

disposal.

43



MVVNL MYT PETITION FOR FY 2017-18 TO 2019-20 ALONG WITH TRUE UP FOR FY 2014-15

sl.
No

Description of Directive

Time Period for
compliance
from the date
of issue of the
Tariff Order

Commission’s
Direction

MVVNL's Submissions

14

As regards the choice of
connection, the Licensee, in
accordance with the
provisions of the supply code
wherein the consumer has
the choice to opt the supplier,
is directed to release
connections to all such
consumers who desire to
disconnect their connections
from the single paint supplier
and instead wish to take
connections directly from the
Licensee and submit the
status report on the same
along with next ARR filing

Next ARR filing

The Licensee must
submit the status
report on the same
for FY 2015-16.

The directive of Hon'ble commission
are being complied with wherever
feasible technically & commercially.

15

The Licensee is directed to file
a separate Petition for
approval of prior period
expenses / Incomes. The
Petition should clearly
indicate the head-wise year-
wise bifurcation of prior
period expenses / incomes
clearly indicating the impact
of such expenses / incomes
on various ARR components,
and such impact should not
exceed the normative
expenses for any particular
year.

1 month from
the date of
issuance of this
Order

Licensee should
expedite the
process and submit
the same at the
earliest

The Petitioner hereby states that in|
compliance to the Commission
directives, it is in the process off
summarizing the head-wise year-]
wise bifurcation of prior perio
expenses [/ incomes and woul
approach the commission fo
approval of the same with a
separate Petition.

16

The Licensee is directed to
submit a note detailing the
area-wise actual number of
supply hours provided to rural
areas by the end of FY 2015-
16.

By end of FY
2015-16

As the financial year
2015-16 is over, the

Licensea should
submit a  note
detailing the area-
wise(circle wise)
actual number of
supply hours
provided to rural
areas during FY

2014-15 & FY 2015-
16 at the earliest.

The Petitioner submits that the
information pertaining to the
supply hours is being regularly
published on the website of the
Petitioner. Also the infarmation
towards the same has been
provided in the succeeding
chapter where load forecast has
been discussed.
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5l. | Description of Directive Time Period for | Commission’s MVVNL's Submissions
No compliance Direction
from the date
of issue of the
Tariff Order
17 The Distribution Licensees are | By 15th April, | The Commission has | The comments has  been
directed to submit the actual | 2016 addressed the same | addressed the same in FY 2016-17
Regulatory Surcharge in its directive for FY
recovered in FY 2015-16 on 2016-17
account of the Revenue Gap /
Regulatory Asset admitted by
the Commission in this Order
along with the actual
Distribution Losses achieved
in FY 2015-16 and additional
target consumers added in FY
2015-16 by 15th April, 2016.
18 The Commission directs the | As per the Time | The Commission has | The comments has been

Licensee to evolve principles
for prudent segregation of

ARR  towards wheeling
function and retail supply
function embedded in the

distribution function in
accordance with Clause 2.1.2
of the Distribution Tariff
Regulations.

frame
stipulated in
MYT
Regulations,
2014

addressed the same
in its directive for FY
2016-17

addressed the same in FY 2016-17
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conduct
studies to

Licensee to
benchmarking
determine the desired
performance standards in
accordance with Clause 2.1.8
of the Distribution Tariff
Regulations.

frame
stipulated in
MYT
Regulations,
2014

addressed the same
in its directive for FY
2016-17

5l. | Description of Directive Time Period for | Commission's MVVNL's Submissions
No compliance Direction
from the date
of issue of the
Tariff Order
19 The Commission directs the | As per the Time | The Commission has | The comments has been
Licensee to submit a long | frame addressed the same | jddressed the same in FY 2016-17
term  business plan in | stipulated in | in its directive for FY
accordance with Clause 2.1.7 | MYT 2016-17
of the Distribution Tariff | Regulations,
Regulations. The Licensee in | 2014
such business plan  shall
identify capex projects for the
ensuing year and subsegquent
four wears and submit
detailed capital investment
plan along with a financing
plan for wundertaking the
identified projects in order to
meet the requirement of load
growth, refurbishment and
replacement of equipment,
reduction in  distribution
losses, improvement  of
voltage profile, improvement
in quality of supply, system
reliability, metering,
communication and
computerization, etc.
20 | The Commission directs the | As per the Time | The Commission has | The comments has been

addressed the same in FY 2016-17

21

The Petitioner should file its
Annual ARR/ Tariff Petition for
FY 2016-17 as per the
Regulations 12.2, 12.7, 12.8,
12.9 notified vide MYT
Regulations, 2014

As per the Time
frame
stipulated in
MYT
Regulations,
2014

The Commission has
taken note of the
Petitioner

submission and
directs to comply
the same in future

ﬁ{ings also.

MNoted
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Sl. | Description of Directive Time Period for | Commission's MVVNL's Submissions
No compliance Direction :
from the date
of issue of the
Tariff Order
22 | The Petitioner should | As per the Time | The Commission has | The  comments has  been
complete the Assessment | frame addressed the same | zddressed the same in FY 2016-17
Study of metered consumers | stipulated in | in its directive for FY
as per the Regulations 16.2 | MYT 2016-17
notified vide MYT | Regulations,
Regulations, 2014 and | 2014
subsequently submit  the
report to the Commission
23 | The Petitioner should | As per the Time | The Commission has | The comments has  been
complete the Assessment | frame addressed the same | addressed the same in FY 2016-17
Study of un-metered | stipulated in | in its directive for FY
consumers to establish base | MYT 2016-17
line norms as per the | Regulations,
Regulations 17.1 notified vide | 2014
MYT Regulations, 2014 and
subsequently  submit  the
report to the Commission
24 | The Petitioner should | As per the Time | The Commission has | The  comments  has been
complete  the Study of | frame addressed the same | addressed the same in FY 2016-17
Agriculture feeders | stipulated in | in its directive for FY
segregated and not | MYT 2016-17
segregated  in  significant | Regulations,
numbers to determine base | 2014
line norms as per the
Regulations17.2, 17.2 notified
vide MYT Regulations, 2014
and subsequently submit the
report to the Commission
25 | The Commission reiterates | As per the Time | The Commission has | The comments has  been

that the Licensees should
conduct a detailed study to
provide accurate and
effective consumption norms

as specified by the
Commission in its earlier
Orders and as per the

provisions outlined in Uttar
Pradesh Electricity Regulatory
Commission  [Multi  Year
Distribution Tariff)
Regulations, 2014 in the time
bound manner.

frame
stipulated in
MYT
Regulations,
2014

addressed the same
in its directive for FY
2016-17

addressed the same in FY 2016-17
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payments of bills including
other services for facilitation
to consumers

status and expedite

the same. The
Licensee must
submit the status at
the earliest

Sl. | Description of Directive Time Period for | Commission's MVVNL's Submissions
Na compliance Direction
from the date
of issue of the
Tariff Order
26 | The Petitioner should submit | Within 28 days | The Petitioner | All efforts are being made in this
Incremental Power Purchase | of quarter end , | should adhere to regard to submit FPPCA regularly.
Cost as per the Regulations | for each quarter | the specified
20,1 notified vide MYT | of Tariff Period | timeline.
Regulations, 2014 and | 1.4.2015 to "
subsequently  submit  the | 31.3.2020
report to the Commission
27 | The Petitioner should submit | Immediately The Commission has | The  comments has  been
Roadmap for Reduction of addressed the same | addressed the same in FY 2016-17
Cross Subsidy as per the in its directive for FY
Regulation 39 notified vide 2016-17
| MYT Regulations, 2014
28 | The Petitioner should record | Quarterly for FY | The Petitioner must | The same is being filed along with
and maintain Division wise, | 2015-16 submit the Division | the MYT Petition.
Circlewise AT&C Losses and wise, Circle-wise
submit the quarterly report to ATE&C Losses for Last
the Cammission. Quarter of FY 2015-
16 at the earliest
29 | The Petitioner should submit | Within one | The Commission has | The  comments has  been
month wise details of number | month from | addressed the same addressed the same in FY 2016-17
of supply hours for rural and | issue of this | inits directive for FY
urban area for FY 2014-15. Order 2016-17
30 Licensee  should  provide | Within 3 | The Licensee should |Presently online billing has been
online facility for submission | months submit the current |started in rural as well as urhanl
of application for new status and expedite | areas. The initial problems of online
connection, name change, the same. The | billing are being address and rectify.
load enhancement and load Licensee must | After stabilization of online billing]
reduction submit the status at | facility for submission of newl
the earliest connection application and load
enhancement & load deductio
shall be taken-up which shall b
integrated with the billing system
also.
31 | Licensee should develop the | Within 3 | The Licensee should | MVVNL's website www.mvvnlin
mobile application for online | months submit the current | provides the link of all the consume

services including online payment o
bills through net banking, mobile
phone, ATMs,  etc,  online
compliant, online compliant reques
status, reporting theft o]
malpractice, etc.

‘_’..,-"' ; _ &8'
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5l. | Description of Directive Time Period for | Commission's MVVNL's Submissions
No compliance Direction

from the date

of issue of the

Tariff Order

32 | The Petitioner should submit | Within one | The Licensee should | Action will be taken as per MYT]|
Standards of Performance | month from | submit the same at | Regulation.
parameters as per the tariff | issue of this | the earliest.
formats of Distribution Tariff | Order
Regulations, 2006.

33 | The Petitioner should submit | Within  three | The Commission has | The comments  has been
additional consumers added | month of issue | addressed the same addressed the same in FY 2016-17
in FY 2014-15 apart from the | of this Order in its directive for FY
narmal consumer addition. 2016-17

34 | The Commission directs the | Within  three | The Commission has | The comments has  been
Petitioner to frame guidelines | months of issue | addressed the same addressed the same in FY 2016-17
and procedures for | of this Order in its directive for FY
identifying, physically 2016-17
verifying and writing off the
bad debts and also to fix
responsibility of its employees
in this regard and submit the
same to the Commission for
its approval

35 | The Commission directs the | Next ARR filing | The Commission has | The comments has  been
Licensees that, from FY 2013- addressed the same | addressed the same in FY 2016-17
14 onwards it should clearly in its directive for FY
depict the total power 2016-17
purchase cost incurred at
UPPCL level, total power
purchase cost paid by the
Licensees to UPPCL and
power cost payable to UPPCL
in its true-up petitions for
future years.

36 | The Commission directs the | Immediate The Licensee should |Open access has already been

Licensee that Open Access
shall be allowed as per the
provisions outlined by the
Commission in its Regulations
and amendments from time
to time.

submit the status &
detail for the same
in its Licensee area.

operationalised in the MVVNL

supply area.
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STATUS OF COMPLIANCE OF DIRECTIVES OF TARIFF ORDER FOR FY 2016-17 DATED AUGUST 1, 2016

S5No | Description of Directive Time Period for Status of Compliance
compliance from the
date of issue of the
Tariff Order

1 The Commission directs the Licensee to Immediate The MNotification has been
pressingly pursue the GoUP for attached,
finalisation of the Transfer Scheme and
submit a copy of the same.

2 The Commission again reiterates its | With next ARR filings | Fixed asset registers of FY 2012-
direction to the Lcensee to ensure 13, 2013-14 & 2014-15 have
proper maintenance of detailed fixed already been prepared on the
assets registers as specified in the basis of audited accounts and the
Distribution Tariff Regulations. As the same are being submitted along
fixed asset registers are pending since with MYT Petition.
the creation of Discom, the Commission
directs the Licensee to submit a status
report and provide the proposed
timelines / milestones for clearing the
backlog. Also, the Petitioner must submit
the Fixed Asset Register from FY 2012-13
to FY 2015-16 along with the petition for
FY 2017-18.

3 The Commission directs the Licensee to Immediate The Petitioner's policy on
frame an appropriate policy on capitalization of (i) Employee
capitalization of (i) employee costs, and costs, and (i) A&G expenses is
(i) A&G expenses. annexed.

4 The Commission directs the Licensee to Immediate UPPCL has been requested to
submit Fresh Actuarial Valuation Study organized this study at their level,
Report in respect to employee expenses,

5 As lack of approved transparent policy on Immediate The existing policy for writing off

identifying and writing off bad debts is
hindering allowance of bad debts as an
ARR component; the Commission directs
the Licensee to submit ten sample cases
of LT & HT consumers where orders have
been issued for writing off bad debts,
clearly depicting the procedure adopted
for writing off bad debts along with

bad and doubtful debt is being
attached for approval of the
Hon'ble Commission.
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5No

Description of Directive

Time Period for
compliance from the
date of issue of the
Tariff Order

Status of Compliance

policy framework for managing bad debts
far the Commission’s perusal,

The Commission directs the Licensee to
evolve principles for prudent segregation
of ARR towards wheeling function and
retail supply function embedded in the
distribution function in accordance with
Regulation 36 of the Multi Year Tariff
Regulations, 2014. Further the Licensee is
directed to submit the draft Term of
Reference for the approval of the

Commission.

Immediate

UPPCL has been reguested to
formulate the draft terms of
reference  common  for  all
Discoms at their level.

The Commission directs the Licensee to
submit a business plan for the control
period i.e. from April 1, 2017 to March
31, 2020 in accordance with Regulation 5,
121 & 13.1 of the Multi Year Tariff
Regulations, 2014, The Licensee in such
business plan shall submit but not limited
to detailed category-wise sales and
demand projections, power procurement
plan, capital investment plan, financing
plan and physical targets. The licensee
should note that the specified timeline of
June 1, 2016 for submission of the same
under the Multi Year Tariff Regulation is
over. The Licensee should submit the
same at the earliest.

Immediate

It is respectfully submitted that
the licensee is submitting its MYT
Business plan along with this MYT
tariff Petition before the Hon'ble
Commission,

The Commission directs the Licensee to
conduct benchmarking studies to
determine the desired performance
standards in accordance with Regulation
4.2.1 of the Multi Year Tariff Regulations,
2014. The licensee should note that
specified timeline of September 30, 2015
for submission of the same under the
Multi Year Tariff Regulation, 2014 is over,

Immediate

The Benchmarking report has
already has been submitted to
Hon’ble Commission.
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5 No

Description of Directive

Time Period for
compliance from the
date of issue of the
Tariff Order

Status of Compliance

The Licensee should submit the same at
the earliest.

The Commission directs the Licensee to
ensure 100 % compliance of the
Commission’s Orders and targets to
achieve 100% metering. The Licensee
should submit the Quarterly progress
report in this regard

Immediate

Action has been taken as per
commission directives.

10

The Commission directs the Licensee to
submit data related to its peak demand
and off peak demand in MW along with
its sales projections in accordance with
Clause 3.1.4 of the Distribution Tariff
Regulations. Licensee should submit the
same for its licensee area.

Immediate

The Commission has notified MYT
Distribution Tariff Regulations,
2014 and Clause 3.1.4 of the
Distribution Tariff Regulations is
not in effect from the date of
notification of new regulations.
Hence no action is required in
regard to this directive.

11

The Commission once again directs the
Licensee to reconcile the inter-unit
balances lying un-reconciled either itself
or through independent chartered
accountant firms. The Commission has
trued-up the ARR for various years,
Howewver, it has been observed that the
amount shown in head of inter-unit
balance is very high and a detailed
reconciliation and breakup of the same
should be submitted to the Commission,
The above details should be submitted
for FY 2011-12, FY 2012-13, 2013-14,
2014-15 and 2015-16.

Immediate

Year-wise details of IUT are us
follows:-

2011-12 Rs. 10349759030

2012-13 Rs. 11177640786

2013-14 Rs. 12633258907

2014-15 Rs. 14117039240
However the  process of
reconciliation of IUT is an ongoing
process.

12

The Commission once again directs the
licensee that they should file FPPCA in 2
timely and regular manner failing which
the Commission may have to resort to
take strict action against the Licensee like
disallowance of additional power
purchase expenses and the associated

Immediate

The UPPCL on behalf of all the
state owned Discoms is filing the
FPPCA  Petitions before the
Hon'ble Commission. The FPPCA
Petition for the quarter 1 to 2 of
FY 2016-17 has already been
submitted before the Hon'ble

. (A
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sign the MoUs to be implemented at all

S No | Description of Directive Time Period for Status of Compliance
compliance from the
date of issue of the
Tariff Order
carrying cost on account of additional Commission.
Power Purchase expenses or any other
action that the Commission may deem fit
while doing the Truing up.

I_13 The Commission directs the Licensee to Immediate The consumer category and
submit the consumer category and sub- division wise regulatory surcharge
category wise Regulatory Surcharges RS-1 & RS-2 collected since
collected for each year till FY 2015-16 inception upto FY 2015-16 has
({December] since inception at the already been separately
earliest. submitted to the Hon'ble

Commission.

14 | The Commission reiterates that the Immediate The un-metered consumption
Licensee should adhere to the time line norm study requires atleast 1
outlined in Uttar Pradesh Electricity year time as per MYT Regulations.
Regulatory Commission (Multi  Year Further the Licensee has already
Distribution Tariff) Regulations, 2014 for submitted its plan for 100%
conducting a detailed study to provide metering by June, 2018, thus this
accurate and effective consumption study won't be relevant once all
norms as specified by the Commission in consumers are metered.
its earlier directions. The licensee should
note that specified timeline of December
1, 2015 for submission of the same under
the Multi Year Tariff Regulation, 2014 has
expired. The Licensee should submit the
same at the earliest.

15 | The Commission once again directs the Immediate The Discoms are moving fast for
Distribution Licensee to formulate a 100% Metering, On-line billing
mechanism so as to make their officials and other consumer related
accountable by providing incentives or facilities. Most of these have
disincentives for achievement or non- been targeted to be completed by
achievement of the distribution loss and FY 19. Since it is a transition
the collection efficiency targets. The period, formulation of incentive
Licensee should submit the same at the or dis-incentive norms for the
earliest, concerned officials will be useful

after this transition period is over.

16 | The Commission directs the Petitioner to Immediate The Discoms are moving fast for

100% Metering, On-line billing

S
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5 No | Description of Directive Time Period for Status of Compliance
compliance from the
date of issue of the
Tariff Order
levels and submit the copy of the same to and other consumer related
the Commission facilities. Most of these have
been targeted to be completed by
FY 19. Since it is a transition
period, formulation of incentive
or dis-incentive norms for the
concerned officials will be useful
after this transition period is over.

17 | The Petitioner should complete the Immediate It is respectfully submitted that in
Assessment Study of metered consumers order to have uniformity in
as per the Regulations 16.2 notified vide consumption norms across the
MYT Regulations, 2014 and subsequently state, UPPCL has been requested
submit the report to the Commission. to undertake this study on behalf
The licensee should note that specified of all the state owned distribution
timeline of September 30, 2015 for companies.
submission of the same under the Multi
Year Tariff Regulation, 2014 has expired.

The Licensee should submit the same at
the earliest.

18 | The Petitioner should complete the Immediate As per the Regulations provisions
Assessment  Study of un-metered the period of this study is three
consumers to establish base line norms years. Discoms had already
as per the Regulations 17.1 notified vide submitted the 100% metering
MYT Regulations, 2014 and subsequently targets, As 100% metering will be
submit the report to the Commission. achieved before study period, it
The licensee should note that specified will not be possible to carry out
timeline of December 1, 2015 for this study.
submission of the same under the Multi
Year Tariff Regulation, 2014 is over . The
Licensee should submit the same at the
earliest.

13 | The Petitioner should complete the Study Immediate UPPCL has been requested to

of Agriculture feeders segregated and
not segregated in significant numbers to
determine base line norms as per the
Regulations17.2, 17.3 notified vide MYT
Regulations, 2014 and subsequently
submit the report to the Commission.

undertake this study on behalf of
all the state owned distribution
companies.




MVVNL MYT PETITION FOR FY 2017-18 TO 2019-20 ALONG WITH TRUE UP FOR FY 2014-15

S No | Description of Directive Time Period for Status of Compliance
compliance from the
date of issue of the
Tariff Order
The licensee should note that specified
timeline of December 1, 2015 for
submission of the same under the Multi
Year Tariff Regulation, 2014 is over. The
Licensee should submit the same at the
earliest.

20 | The Petitioner should submit Roadmap Immediate Action for voltage wise cost of

for Reduction of Cross Subsidy as per the services has been informed to the
Regulation 39 notified vide MYT commission in the reply of
Regulations, 2014, The licensee should preceding directives.
note that specified timeline of October,
2014 for submission of the same under
the Multi Year Tariff Regulation, 2014 is
over. The Licensee should submit the
same at the earliest.

21 | The Petitioner should submit month wise Within one month The district-wise monthly details
details of number of supply hours for from issue of this of actual no. of supply hrs.
urban area for FY 2014-15 & FY 2015-16 Order provided to rural & urban areas in

FY 2014-15 & 2015-16 is enclosed
herewith for perusal of Hon'ble
commission.

22 Petitioner should submit information At the earliest It is respectfully submitted that
with regard to the performance the requisite data is provided in
parameters like number of consumers the Load Forecast model and the
added, number of unmetered consumers instant  True-up/MYT petition
converted to metered consumers and filed before the  Hon'ble
actual distribution loss in FY 2014-15 & Commission.

FY 2015-16. The Petitioner is hereby
directed to submit the relevant
information at the earliest from the
issuance of this Order.
23 | The Commission directs the Petitioner to Immediate

frame guidelines and procedures for
identifying, physically verifying and
writing off the bad debts and also to fix
responsibility of its employees in this
regard and submit the same to the
Commission for its approval.

The existing policy for writing off
bad and doubtful debt is being
enclosed and action
taken accordingly.

is being
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5 No | Description of Directive Time Period for Status of Compliance
compliance from the
date of issue of the
Tariff Order

24 | The Commission directs the Licensee that | Atthetimeof next | The total power purchase cost
it should clearly depict the total power ARR filings incurred by UPPCL in FY 2015-16
purchase cost incurred at UPPCL level, as per its provisional accounts is
total power purchase cost paid by the to the tune of Rs. 36,889.29
Licensee to UPPCL and power cost crore,
payable to UPPCL for the year 2016. The power purchase cost incurred

by MVWVNL in FY 2015-16 as per
provisional accounts is to the
tune of Rs. 6362.02 crore.

25 | The Commission directs Licensees to Monthly Basis It is restfully submitted that the
submit every month a report comprising responsibility of submission of
the details of the power purchased from report comprising the details of
all the sources demonstrating that the the power purchased from all the
Merit Order Dispatch Principle has been sources demonstrating that the
strictly  followed and that the Merit Order Dispatch Principle
procurement was optimal in regard to has been strictly followed is of
cost taking into consideration of the SLOC. A letter in this regard has
power available at the power exchanges already been written to SLDC,
etc.

26 | The Petitioner should file the MYT | Asper MYT timeline | It is respectfully submitted that
Petition for the Control FY 2017-18 to FY the MYT Petition for the Control
2019-20 as per the Regulations 12.2, FY 2017-18 to FY 2019-20 is being
12.7,12.8 & 12.9 as per MYT Regulations, submitted to the Commission.
2014

27 | The Commission directs the Petitioner to | Atthetimeof next | As the supply hours are being
submit a proposal for “Rate Schedule” ARR filings regularly Increased and intended
linked to number of hours of supply. to supply 24 Hrs with the progress

of 100% metering targets. No
separate rate schedule will be
required.

28 | The Licensee is directed to explore the | Atthetimeofnext | The Discoms are moving fast for

possibility of having TOD tariff structure
for domestic and non-domestic
categories and submit their proposal.

ARR filings

100% Metering, On-line billing
and other consumer related
facilities.  Strict targets for
consumer addition and metering
has been planned to be
completed by FY 19. Since it is a
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SNo | Description of Directive Time Period for Status of Compliance
compliance from the
date of issue of the
Tariff Order

transition period, formulation of
TOD tariff structure for domestic
and non-domestic categories will
be useful after this transition
period is over.
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SALE FORECAST AND REVENUE ASSESSMENT

The Petitioner in its Business Plan has provided a detailed category and sub-category wise load
and sales forecasting plan. Based on the methodologies described in the Business plan the year-
wise Energy Balances for the previous year, ensuing year and for the MYT period is provided in the
table below:

Table 4-1: Energy Balance

Energy Balance FY 2015-16 FY 2016-17 FY 2017-18 FY 2018-19 F¥Y 2019-20
Input Energy Requirement 93,601 107,569 128,908 153,577 172,955
Transmission losses% 6.07% 7.30% 5.41% 5.14% 4.89%
; By e i 87,9 59,8 8 : 64,50
e T o Yo
Meerut 26,926 31,113 36,702 42,735 47,684
o Agra 20,418 22,732 25,323 30,268 33,777
C Lucknow 16,361 18,972 24,667 31,763 37,652
Varanasi 20,638 23,339 30,793 35,969 40,094
KESCO 3,584 3,686 4,443 4,942 5,296
0 er Sale G g 98 £94 O 230
Meerut 21,903 25,343 30,030 36,240 42,057
I Agra 14,743 16,267 20,241 25,350 29,690
[ Lucknow 12,722 14,759 19,942 26,652 33,209
Varanasi 15,888 18,291 24,717 30,058 35,202
KESCO 2,863 3,111 3,764 4,194 4,671
L) o 0 0 E 0
: g o : 9. 06%; g 05
Meerut 18.66% 18.55% 18.18% 15.20% 11.80% |
il = Agra 27.79% 28.44% 20.07% 16.25% 12.10%
Lucknow 22.24% 22.21% 19.16% 16.09% 11.80%
Varanasi 23.02% 21.63% 19.73% 16.43% 12.20%
KESCO 20.13% 15.60% 15.28% 15.13% 11.80%
ENERGY BALANCE

The Petitioner humbly submits that the actual Distribution Losses in FY 2014-15 were 22.83% in
comparison to the Distribution Loss of 21.03% approved by the Hon'ble Commission in its Tariff
Order for FY 2014-15,

In an initiative to revive the financially distressed Distribution Companies the Union Cabinet
chaired by the Hon'ble Prime Minister Shri Marendra Modi, approved a new scheme moved by the
Ministry of Power - Ujwal DISCOM Assurance Yojna (UDAY). UDAY provides for the financial
turnaround of Disocms. On January 30™, 2016, The Government of India, Government of Uttar
Pradesh and the U.P. Discoms have entered into a tripartite MOU in order to improve the
operational and financial efficiency of the U.P. Discoms to enable financial turnaround of the
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Discoms. Uttar Pradesh Power Corporation Limited (UPPCL) on behalf of its subsidiary Discoms
namely Dakshinanchal Vidyut Vitran Nigam Limited (DVVNL), Kanpur Electricity Supply Company
Limited (KESCO), Madhyanchal Vidyut Vitran Nigam Limited (MVVNL), Paschimanchal Vidyut
Vitran Nigam Limited (PYWNL), Purvanchal Vidyut Vitran Nigam Limited (PuVVNL) has signed the
“Tripartite MOU" with Ministry of Power {Gol) and Government of Uttar Pradesh {GoUP),

The Petitioner in its tripartite UDAY MOU has committed a Distribution Loss trajectory from FY
2015-16 to 2019-20, till the license is in sustainable financial position. The summary of distribution
losses as committed by the Petitioner under the Uday Scheme is detailed in the table below:

' Distribution | FY FY FY ol oEy
Licensee | 2016 | 2017 | 2018 | 2019 & 2020
(OVVNL | 27.20% | 23.82% | 20.07% | 16.25% | 12.10% |
| MVVNL | 23.14% | 21.52% | 19.16% | 16.09% | 11.80%
| PVWNL | 21.49% | 20.20% 18.18% | 15.20% | 11.80% |
| PUVVNL | 22.67% | 21.57% | 19.73% | 16.43% | 12.20% |
KESCO | 25.58% | 22.51% | 18.91% | 15.13% | 11.80% |
| Total 1 23.56% | 21.71% | 19.18% | 15.90% | 11.96%

The Hon'ble Commission in its previous Tariff Order dated August 1%, 2016 has stated that the loss
reduction trajectory projected by the licensee’s for FY 2015-16 to FY 2019-2020 in the UDAY MOU
seems to be more realistic and has therefore considered the Distribution Loss trajectory as well as
ATE&C Loss trajectory as agreed in UDAY Scheme and has accordingly approved the Distribution
Loss targets of the Distribution Licensees for FY 2016-17, as specified under UDAY Scheme.

In this context the Petitioner in order to evaluate Its operational performance has conducted a
commercial analysis comparing the distribution losses achieved for FY 2015-16 (provisional) vis-a-
vis the distribution losses agreed under the ‘UDAY' scheme. The said comparison is depicted in the
table below:

Table 4-2: Operational Performance of Distribution Licensee’s for FY 2015-16

Particulars | DVVNL | MVVNL [ PWWNL [ PUVVNL | Kesco | Total
Actual Distribution Losses for
27. : : 3 :
S—— 79% | 22.24% | 18.66% | 23.02% | 20.13% | 22.53%
Distributi di
.l (- 23.14% | 21.49% | 22.67% | 25.58% | 23.56%
the UDAY scheme

As discernible from the above table, all the Distribution Licensees have been almost successful in
achieving the distribution loss trajectories committed under the UDAY scheme. Collectively

WYY oz
o "..-""_"'_F 3 59,
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discoms have been able to perform better and have ended up with lower Distribution Losses in
comparison to the commitments made under the UDAY scheme.

Therefore the Petitioner is positive and determined that it would also be able to achieve the
target Distribution Losses as agreed in the UDAY scheme and has thus for the purpose of
projecting the Sales forecast for the MYT Period encompassing financial years FY 2017-18 to 2019-

20, has considered the Distribution Losses as in line with the commitments made under the UDAY
scheme.

As MYT Distribution Tariff Regulations, 2014 defines the Distribution Losses under the Controllable
Factor and further Regulation 11.2 of the said regulations; provide the mechanism for allowing the
licensee to share the losses on account of controllable factor, the Petitioner hereby takes the
liberty to approach the Hon'ble Commission at the time of truing-up for allowing the sharing of
losses to the Petitioner in case of under achievement of the targeted distribution losses,

Based on the aforementioned sales forecast and loss levels, the energy balance for the MYT
period 2017-18 to 2019-20 is presented in the table below:

Table 4-3: Energy Balance for 1" MYT Control period for MVVNL

Energy Balance Unit FY 2017-18 FY 2018-19 FY 2019-20
PowerPurchase | MU | 2666715 | 3176290 | 3765211 |
| Line Losses L MU | 472505 | 511078 | 444295
|Saless | Mu 1994210 | 2665212 | 33,209.16
Distribution Losses | % | 19.16% | 16.09% 11.80% |

ESTIMATED REVENUE ASSESSMENT FOR FY 2017-18

The table below presents the projected revenue assessment for FY 2017-18 based on the Tariff
Schedule approved by UPERC in its Retail Tariff order dated August 1%, 2016.

Table 4-4: Revenue Assessment for FY 2017-18

| Assessment | Electricity | Thr

| Cnnsumerc?w © Ravenne sales 3 H:tu:h
i | Rec | MU meswn |
 LMV-1: Domestic Light, Fan & Power | 382971 | 99182 | 384 |
| Dom: Rural Schedule B 113640 | 526830 | 216
 Dom: Supply ot Single Point for Bulk Load | 12169 | 2142 | 576
Other Metered Domestic Consumers | 234804 | 383896 | 612
| Life Line Consumers/BPL | 22358 | 64313 | 348 |
| LMV-2:Non Domestic Light,Fan & Power | 111895 | 1,369.18 | 817
Non Dom: Rural Schedule B | 8152 _|ZD£1 ___-f-j_,-EB :

-
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Assessment | Electric Throu
SN Unes Ceteary Revenue [ Savlta-;h\t r Rategh
| Non Dom: Private ‘ I - !
Advertising/SignPost/SignBoard/Glowsign U U S - it
Non Dom: Other Metered Non-Domestic Supply 103743 | 116698 | 889 I
| LMV-3: Public Lamps _ | 37798 | 56504 | 6.69
 LMV-4; Light, fan & Power for Institutions 41288 | 50859 | 812 |
| Public Institution ! 34438 | 43215 | 797
| Private Institution _ ) 6850 | 7645 | 896
| LMV-5: Private Tube Wells/ Pumping Sets 177.71 | 1,560.84 | 114
| Rural 10093 | 1,419.21 071 |
Urban 7672 | 14164 ; 5.42
| LMV 6: Small and Medium Power upto 100 HP (75 kW) 482.37 58218 | 829
| LMV-7: Public Water Works 527.24 | 61237 | 861
| LMV-8: State Tube Wells & Pump Canals upto 100 HP 867.65 | 147201 | 589
LMV-9: Temporary Supply 3156 | 3995 | 7.0
| LMV-10: Departmental Employees %075 | 27642 | 147
| V- Non-Industriol Bulk Loads 66085 | 67298 | 9.2
_HV-2: Large and Heavy Power above 100 BHP (75 kW) 1,299.57 1,731.21 | 751
HV-3: Railway Traction 31555 | 34336 | 919 |
MV-4: Lift Irigation & p. Canals above 100 BHP (75kW) | 14352 | 18154 | 791 |
| Bulk & Extra State 27.43 BRoL. | 4200 |
| Bulk sugply — NPCL - - | -
| Bulk supply ~ KESCO SRS N D . W
Bulk supply - Others 27.13 64.61 4.20
| GRAND TOTAL 1031382 | 1994210 | 517

Further the Petitioner in succeeding sections has given

the revised category-wise revenue

assessment for FY 2017-18 based on the Tariff Schedule proposed for FY 2017-18.

PROJECTED REVENUE ASSESSMENT FOR FY 2018-19

The table below presents the projected revenue assessment for FY 2018-19 based on the Tariff
Schedule approved by UPERC in its Retail Tariff order dated August 1st, 2016.

Table 4-5: Revenue Assessment for FY 2018-19

; _ Assessment i
A Consumer Category Revenue Electricity Sales Through Rate
b s Rs. Cr My _Rs./kWh |

LD e
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Assessment
' Consumer Category Revenue Electricity Sales Through Rate
LMV-1: Domestic Light, Fan & Power 5,513.83 . 1482424 | 372 |
| Dom: Rural Schedule 2,30267 9,085.56 2.53
| Dom: Supply at Single Point for Bulk Load 138.40 | 24081 375 |
| Other Metered Domestic Consumers 274385 453862 605 |
| Life Line Consumers/BPL o 32891 959.15 343
| LMV-2:Non Domestic Light,Fan & Power | 1,329.52 1,666.33 7.98 ]
| Non Dom: Rural Schedule ' 101.89 _257.85 395
| Non Dem: Private
| Advertising/SignPost/SignBoard/GlowSign S 5 5
Nen Dom: Other Metered Non-Domestic :
Supply - 1,227.63 | 1,408.48 3?2
| LMV-3: Public Lamps e = 437.47 662.95 6.60
| LMV-4: Light, fan & Power for Institutions 493.68 61609 | 801 |
 Public Institution } 413.72 52552 | 7.87
| Private Institution D 75.95 90.57 4 8.83
| LMV-5: Private Tube Wells/ Pumping Sets 222.66 149534 | 149 |
Rural 14210 1,346.63 1.06
| Urban o _ 8056 4872 | 542 |
| LMV &: Small and Medium Power upto 100
| HP (75 kW) . 556.98 _685.22 | 813
| LMV-7: Public Water Works | 554.41 ; 644.15 | 8.61
LMV-8: State Tube Wells & Pump Canals ] f
upto 100HP - 1,671.72 247822 6.75 |
_ LMV-9: Temporary Supply 3173 4021 | 7.89
| LMV-10: Departmental Employees 43.48 305.58 | 142
| HV-1: Non-Industrial Bulk Loads 70849 | 72158 | 9.82
| HV-2: Large and Heavy Power above 100 ' ) N
BHP(75kW) 1,387.12 185038 | 7.50
| HV-3: Railway Traction 362.23 394.87 | 9.17
HV-4: Lift Irrigation & P. Canals above 100 1 1
BHP (75 kW) , 160.04 202.44 7.91
| Bulk & Extra State 2713 64.61 4.20
| Bulk supply — NPCL - - | Tl
| Bulk supply - KESCO ) 2 - " !
Bulk supply - Others 27.13 64.61 i 420 |
GRAND TOTAL : | 1350049 2665212 | 5.07

4.4 PROJECTED REVENUE ASSESSMENT FOR FY 2019-20

The table below presents the projected revenue assessment for FY 2019-20 based an the Tariff
Schedule approved by UPERC in its Retail Tariff order dated August 1st, 2016,
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Table 4-6: Revenue Assessment for FY 2019-20

Assessment | Electricity Through
Eunsumer - _t“agurv Revenue J Sales | Rate
B ) _ | RsCr | MU | Rs/kwh
_ LMV-1: Domestic Light, Fan & Power | 675245 | 1852230 |  3.65
| Dom: Rural Schedule arses . 3,009. gl | 11, E?‘J 48 | 258 |
| Dom: Supply at Single Pcrmtfa.r Bulk Load S 157 23 | 27396 | 574
! Other Metered Domestic Consumers 1 3 13188 | 523088 &= 599
Life Line Consumers/BPL | 453, ?4 | - 33? 98 339
 LMV-2:Non Domestic Light,Fan & Power 1,570.11 | 2,006.62 782
' Non Dom; Rural Schedule . 124.61 32001 | 389
Non Dom; Private Advertising/SignPost/SignBoard/Glowsign b= . .
_Non Dom: Other Metered Non-Domestic Supply 144550 | 1,686.61 857 |
LMV-3: Public Lamps - _ | 102037 | 170412 | 599 |
| LMV-4: Light, fan & Power for Institutions B 584.34 736,98 793
| Public Institution N =, : 491.97 631.08 7.80
Private Institution _ | 9237 | 10591 8.72
LMV-5: Private Tube Wells/ Pumping Sets _ | 276.29 1,732.88  1.59
Rural o i ) 191.70 1,576.73 122
| Urban ) N 84.58 15615 | 542
| LMV 6: Small and Medium Power upto 100 HP (75 kw) 640.94 | 802.02 7.99 |
 LMV-7: Public Water Works | 58321 677.86 | 8.60
LMV-8: State Tube Wells & Pump Canals upto 100 HP 217972 | 314393 | 693
| LMV-9: Temporary Supply _ | 3193 4048 | 7.39
| LMV-10: Departmental Employees o N 4641 | 33798 | 137 |
 HV-1: Non-Industrial Bulk Loads 75975 | 77390 | 982 |
HV-2: Large and Heavy Power above 100 BHP (75 kW) | 148581 | 198563 @ 7.48
| HV-3: Railway Traction _ _ - 415.92 454.10 9.16
 HV-4: Lift Irrigation & P. Canals above 100 BHP (75 kW)  178.46 22575 | 791 |
 Bulk & Extra State _ _ _ 27.13 6461 | 420 |
Bulksupply - NPCL B - | - |- -
| Bulk supply - KESCO . : ”_ = __ B ==
| Bulk supply - Others ) . 27.13 64.61 4.20
| GRAND TOTAL = 16,552.83 | 33,209.16 498 |

63
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MULTI YEAR TARIFF FOR FY 2017-18 TO FY 2019-20

The Hon'ble Commission has issued MYT Distribution Tariff Regulations, which require that the
Distribution Licensee shall file Aggregate Revenue Requirement (ARR) complete in all respect
along with requisite fees as prescribed by the Commission. The ARR Petition shall contain details
of estimated expenditure and expected revenue that it may recover in the ensuing financial year
at the prevailing rate of tariff. Further the Distribution Tariff Regulations require that ARR shall
separately indicate Aggregate Revenue Requirement (ARR) for Wheeling & Retail Supply function
embedded in the distribution function. Till such time complete segregation of accounts between
Wheeling and Retail Supply Business takes place, ARR proposals for Wheeling and Retail Supply
Business shall be prepared based on an allocation statement to the best judgment of the
distribution licensee. The Hon'ble Commission in MYT Distribution Tariff Regulations has broadly
classified cost incurred by the licensee as controllable & uncontrollable costs. Uncontrollable cost
include fuel cost, increase in cost due to changes in interest rate, increase of cost due to inflation,
taxes & cess, variation of power purchase unit costs etc. In its Tariff Order for 2007-08, the
Hon'ble Commission used allocation methodology for segregation of Wheeling & Retail Supply
business function of ARR. The Petitioner has adopted the same methodology for deriving wheeling
charges, as the complete segregation of accounts between Wheeling and Retail Supply business
has not yet been completed.

5.1 COMPONENTS OF ANNUAL REVENUE REQUIREMENT

The Hon'ble Commission notified Uttar Pradesh Electricity Regulatory Commission (Multi Year
Distribution Tariff) Regulations, 2014 on May 12", 2014. Regulation 24 of the MYT Distribution
Regulations provides the principles for determination of ARR wherein the Aggregate Revenue
Requirement for the Distribution Business of the Distribution Licensees for each year of the
Control Period, shall contain the following financial parameters:
= Cost of power procurement;
¢ Transmission & Load Dispatch charges;
s Operation and Maintenance expenses:

o Employee Expenses

o Repair and Maintenance Expenses

o Administrative & General Expenses :
* Depreciation; _ M

* Contingency Reserves; W

* Interest on Loan;
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= Interest on Working Capital;
¢ Bad Debts;

*  Return on Equity;

s Income Tax;

* Non-Tariff Income; and

*  |ncome from Other Business

The Petitioner in the current petition is filing the ARR for the 1" Control Period i.e. FY 2017-18 to
FY 2015-20 for the kind approval by the Hon'ble Commission. In estimating the ARR the main
objective of the Petitioner is to reduce or at least contain the expenses to the extent possible
thereby reducing the cost burden on the beneficiaries. In FY 2014-15 and 2015-16, the Petitioner
has endeavored to limit most of the expenses within the budget approved by Hon'ble Commission
in the respective Tariff Orders with some exceptions which were totally beyond the control of the
Petitioner.

In the MYT period, the Petitioner has made plan for capital investment matching with the system
reguirement. In spite of the Petitioner’s effort to contral expenses the total Revenue Requirement
has risen mainly due to increased capex which is needed due to strengthen the distribution
system to cater the demand and supply gap during the control MYT period,

The detailed analysis & estimate of all the elements of ARR for the 1* Control Period have been
presented in the subsequent sections with appropriate explanations. The cost elements of ARR
have been estimated based on the audited accounts of FY 2014-15 in line with the Commission's
Order dated February 23, 2017, wherein the Hon'ble Commission has shifted the ‘Base Year'
from FY 2016-17 to 2014-15,

The Audited Accounts for FY 2014-15 and provisional accounts for FY 2015-16 are enclosed
herewith and marked as ‘Annexure-283',

The MYT Distribution Regulations suggest for formulation of an escalation index linked with
appropriate indices/rates like Consumer Price Index (CPI) and Wholesale Price Index (WPI) as
notified by Central Government for different years.

As per the MYT Distribution Tariff Regulations for determination of Employee Cost as a part of
Operation & Maintenance expenses the years under consideration, the Employee Cost of the base
year shall be escalated by consumer price index (CPI), adjusted by provisions for expenses beyond
the control of the Licensee and one time expected expenses, such as recovery/adjustment of
terminal benefits, implications of pay commission, arrears, Interim Relief etc. Norms for
calculating CPI inflation would be the average increase in the Consumer Price Index {CPI} for

immediately preceding three financial years.
¥ AJ_,W
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Further for determination of A&G Expenses as a part of Operation & Maintenance expenses the
years under consideration, the ARG expenses shall be escalated by wholesale price index (WFPI)
and adjusted by provisions for confirmed initiatives (IT etc. initiatives as proposed by the
Distribution Licensee and validated by the Commission) or other expected one-time expenses. The
norms for calculating WPI inflation would be the average increase in the Wholesale Price Index
(WPI) for immediately preceding three financial years.

Other than above, wherever the MYT Distribution Regulations are silent over the methodology for
working out the escalation factor, the Petitioner in the instant Petition has worked out the
inflation rate as the weighted average of Wholesale Price Index and Consumer Price Index in the
ratio of 60:40.

Therefore it is imperative to first calculate an Escalation index based on the guidelines provided in
the MYT Distribution Regulations,

ESCALATION INDEX / INFLATION RATE

The MYT Transmission Regulations issued by Hon'ble Commission provides that expenses of the
base year shall be escalated at Inflation/Escalation rate notified by Central Government for
different years. The inflation rate for Employee Expense shall be the average increase in the
Consumer Price index (CPI) for immediately preceding three financial years. Therefore, for the
purpose of this MYT, the Petitioner has used this methodology in arriving at Escalation Index for
Employee Expenses as 5.39% and Escalation Index for the ARG Expenses as 0.95% for the control
period. Further the inflation rate worked out as the weighted average of Wholesale Price Index
and Consumer Price Index in the ratio of 60:40 at 2.73%, has been considered for the MYT Period,
The calculation of Escalation/ Inflation Index is given in following table:

Table 5.1-1: Consumer Price Index for FY 2017-18 to FY 2019-20

[ Consumer Price Index
Month FY FY FY
E= = =15 16 s b |
Al . ] 42 256 271 '
May | a4 258 2715 |
| June a6 | 261 277
| uly | 252 263 280 |
| August 353 264 278 |
_ September 283 | 266 217 |
| October 153|269 |y
November _ 253 270 a2
i December | 253 269 ]
January ) 254 . 269 _
[ February L2253 | 267
| March | 7se | as
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Consumer Price Index |

Month FY FY FY %

i 2 L T TS 5|

_ Average 251 25 | 276 |
. Hike(%) | 629% | 565% | 412%
| Weighted Average of Inflation | 4 5.35%

CP-httpfabourburesu.nic.infintab. hemi

Table 5.1-2: Wholesale price Index for FY 2017-18 to FY 2019-20

| 0 Wholesale Price Index
Month FY FY FY
e et i ~-115 A8 BT |
P April 181 176 178
May 182 | 178 180 |
June _ 183 | 179 183
i iy 18 | 178 184
~ August | 186 177 183
September 185 LA -
October | 184 a2 ] 184
. November b a3  § A 184 |
December U N A
. January = | 177 175 185 |
February | 176 174 | 186 '
~ March o] 176 175 | 185
Average l - [ 27 | ;|
Hike (%) | 200% | -249% |  367% |
Weighted Average of Inflation 1 [ ~ 1.06% _

WPL-http://eaindustry.nic.in

5.2 POWER PURCHASE COSTS

The MYT Distribution Tariff Regulations provides that the distribution licensee shall have flexibility
of procuring power from any source in the country. However it shall procure power on least cost
basis and as per merit order principle. A two-part tariff structure shall be adopted for all long term
contracts to facilitate merit order dispatch. The cost of energy available from State Generating
Stations shall be assessed as per tariffs approved by the Commission and that of energy from
central sector stations shall be taken as per tariffs approved by Hon'ble Central Electricity
Regulatory Commission. The cost of energy from other sources shall be assessed as per the power
purchase/banking/trading agreements and tariffs approved by the Hon'ble Commission. The cast
of power purchase from Independent Power Producers (IPPs) within the State shall be as per the
tariffs determined in accordance with UPERC (Terms and Conditions of Generation Tariff)
Regulations. Similarly the cost of power purchase from IPPs outside the State shall be as per the
tariffs and power purchase agreement approved by the Hon'ble Commission. Accordingly, the
Petitioner has estimated power purchase cost for 1 MYT control period based on above guiding

. e —
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factors provided in the regulations. Some key assumptions considered in forecasting power
purchase units & costs are given below:

= Actual power purchase cost and units of FY 2014-15

* Provisional power purchase cost and units for FY 2015-16

* Trend observed in the previous and current year.

» Impact of loss reduction initiatives,

s Estimated growth in sales.

= Conversion of Un-metered Consumers to Metered Consumers

* Share of expected capacity available from various generators to the UPPCL/DisCom.

In the MYT period, the Petitioner has projected aggregate T&D losses for overall UPPCL level,
which shows reduction in commercial as well as technical losses. The reduction in these losses will
be achieved by bringing the unauthorized use of electricity into the billing net and accurately
measuring the consumption of electricity as well as reduction in technical losses by replacing
finstalling adequate capacity equipments,

Distribution licensees are purchasing power from UPPCL at the rate of bulk supply tariff decided
by the Hon'ble Commission where as UPPCL procures power from various generating stations i.e.
central as well as state generating stations on behalf of distribution companies. UPPCLis currently
taking steps to ensure that its purchases are optimized with respect to merit order dispatch and
avoid unscheduled interchange (UIl) based on frequency deviations from the prescribed band.
Purchases are currently being optimized on a “short-term” day-to-day and hour-to-hour basis. The
current power procurement plan is based on an exercise of merit order dispatch and probabilistic
analysis conducted on monthly basis.

The detailed source wise Power Procurement Plan and “merit order” dispatch for each year of the

MYT period has been detailed in the Business Plan of the Licensee submitted along with this
Petition.

The total power purchase quantum along with the yearly inter-state transmission charges (PGCIL)
as envisaged in the MYT Petition, are summarized below:
Table 5.1-3: Power Purchase Summary

[ Total Power
i Power Purcha
s Power Purchase Furchase PGCIL Charges Purchase Cost at
fihancal Yens MU’s fost (Rs. Crore) UPPCL Level
; (Rs. Crore) & by
i : : (Rs. Crore)
’ 2017-18 | 128,908 52,919 1,368 | 54,787
i 201819 | 153577 66,033 2317 | e83s0
2019-20 | 172,855 77,433 | 3,031 | 80465
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Power Procurement Cost from UPPCL by DisCom:

The MYT Distribution Tariff Regulations state that the total power purchase cost for distribution
licensee’s requirement shall be estimated on the basis of merit order principle. Presently UPPCL is
carrying out the function of power procurement for bulk supply to DisComs. UPPCL purchases
power from various generators i.e. central & state generating stations, IPPs, etc and supplies to
various DisComs of the state at the bulk supply rate notified by the Hon'ble Commission as GOUP
has yet not allocated individual PPAs to State DisComs. As a result cost of power purchase for the
distribution companies from UPPCL would be uniform (bulk supply tariff - BST). Hence BST has
been determined under the principle that all DisComs would have paid the same average price
during the MYT period. The derivation of the bulk supply tariff is depicted in the table below:

Table 5.1-4: Computation of the Bulk Supply Tariff

| A o Particulars & | Derivation | 2017-18 2&_!_5—]:5_ 2013-20

| Purchases Required & Billed Energy (MU) A 128908 | 153577 | 172,955 |
| Periphery Loss (Up to inter connection Point) (%) B B 1.69% 1.41% 1.14%

| Energy Available at State periphery for Transmission (MU) | C=A* (1-B) 126,731 151,415 170,983
__Intra -State Transmission losses % o i D |  3.79% 3.79% _3.79%

| Energy Input into Transm_f_s_s;icr‘r-ﬂistﬁbp_t_[qn Interface (MU) | E=C*(1-D} | 121,928 145,677 164,503
| Power Purchase Cost (Rs. Crore) _ F 52,919 66,033 | 77433 |
; PGCIL Inter-State transmission charges (Rs. Crore) G 1,868 2,317 3031 |
. Total Power Procurement Cost (Rs. Crore) | HeRG | sSayay 68350 | 80465
Bulk Supply Tariff (Rs./Unit) _=(H/Er10 | a9 4.69 4.89

Considering the aforementioned bulk supply tariff the power purchase cost of the Petitioner is
computed as per the table below:

b--
|

|

L.

Table 5.1-5: Projected Power Purchase Costs for the Tariff Period for MVVNL

[T Particulars | Derivation | 201718 201819 | 201920 |
| Energy Sales (MU) A | 19942.10 26,652.12 33,209.16 |
| Distribution Loss (%) . B 19.16% 16.09% 11.80%
| Distribution Loss (MU) | C=A/(1-B}A | 472505 ~ 5,110.78 4,442.95
_ Power Purchase Required (MU) _ D=A+C 24,667.15 31,762.90 37,652.11
| Bulk Power Purchase Rate (Rs/kWh) _E ) 4.49 4.69 4.89 -

Power Purchase Cost (Rs Crore) F=DxE/10 |  11,083.83 14,902.78 18,417.13 |

It is humbly prayed that the Petitioner may be allowed an internal adjustment on account of the
power purchase expense and apportionment of the O&M expenses incurred by UPPCL (being the
Tradeco and holding company of the state distribution companies including the Petitioner) at the
year-end such that full cost recovery is allowed to UPPCL without imposing any impact on the ARR
approved by the Hon'ble Commission. *

1 S0 @ T gs
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Further, in line with Regulation 20 of the MYT Distribution Regulations, 2014 the UPPCL on behalf
of all the Discoms, from FY 2017-18, will claim the consolidated Incremental Power Procurement
Cost at the end of each guarter as per the timelines stipulated in the Regulations. Such
incremental cost would be calculated as per the formula provided in Regulation 20.2 and 20.3 of
the MYT Distribution Regulations,

In line with regulations 20.1.(d) of MYT Distribution Regulations, the Distribution Licensee will
submit the details of the incremental cost incurred and to be charged to all consumers for the
entire quarter, along with the detailed computations and supporting documents as may be
required for verification by the Commission within first 28 days of the quarter end.

TRANSMISSION CHARGES

The inter-state transmission charges payable by the UPPCL to PGCIL during the MYT period as
projected in the table below. The PGCIL charges consequent to inter-state transmission is being
levied on energy procured from NTPC, NPCIL, NHPC, SIVNL, Tehri, TALA and others generator
supplying power from outside the boundary of the state. These charges have been incorporated in
Power Procurement Cost. The petitioner submits that while considering power procurement to
meet the State’s requirement, losses external to its system i.e., in the Northern Region PGCIL
system need to be accounted for. The availability of power for the Petitioner (i.e. at UPPCL system
boundary) from these sources gets reduced to the extent of these losses and the Petitioner has
accordingly incorporated them while drawing up the energy balance and merit order dispatch for
meeting the State requirement.

The intra state transmission charges for the MYT period payable by Petitioner are on the basis of
actual energy received & uniform charges are to be paid by all the Distribution Licensees
proportionate to the energy delivered to them. The Transmission licensee is alsg perfarming the
function of SLDC as such SLDC cost is embedded in the transmission charges. The projections of
transmission charges have been traced from the ARR/MYT Tariff Petition filed by U.P. Power
Transmission Corporation Ltd (UPPTCL) for the 1st MYT control period filed before the Hon'ble
Commission.

In such Petition U.P. Power Transmission Corporation Ltd has projected transmission charge at the
rate of Rs. 0.2071 per kWh for FY 2017-18, Rs. 0.2365 per kWh and Rs. 0.2622 per kWh in FY 2019-
20, Accordingly licensee has estimated the cost of intra state transmission charges for the MYT
period in the tables given below.

Table 5.1-6: Projected Transmission Charges for MVVNL

Particulars | | FY201718 FY 2018-19 FY2013-20 |

| Energy Procured (MU) A A 2467 31,763 37,652
Transmission Tariff (Rs/kWh) | B | 02071 0.2365 0.2622

b
|
|
|

__'[r_{ng:s_r_qissiu_r_: Costl{ﬂs_g‘.frure:l i ff__:.ﬂ;xﬂflf} | _ Slﬂ.Bﬁ I 751.19

| 987.24
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5.4 OPERATION & MAINTENANCE EXPENSES

The MYT Distribution Tariff Regulations, 2014 mandates the Commission to stipulate a separate
trajectory of norms for each of the components of O&M expenses viz., Employee cost, Repairs
and maintenance (R&M) expenses and Administrative and General Expenses [A&G) Expenses.

Regulation 25 of the MYT Distribution Regulations issued by the Hon'ble Commission provides
the methodology for projection of Operation & Maintenance expenses for the control periad.
O&M expenses comprise of Employee costs, Administrative & General (A&G) Expenses and
Repair & Maintenance (R&M) expenses. Further the detailed methodology stated in Regulation
25 of the MYT Distribution Regulations is re-produced as below:

“25. Operation & Maintenance Expense

(a) The Commission shall stipulate o separate trojectory of norms for each of the
components of O&M expenses viz,, Employee cost, Repairs and maintenance {REM)
expense and Administrative and General Expense (A&G) expense. Provided that such
norms may be specified for o specific Distribution Licensee or g class of Distribution
Licensees.

(b) Norms shall be defined in terms of combination of number of personnel per 1000
consumers and number of personnel per substation along with annual expenses per
persannel for Employee cost; combination of A&G expense per personnel and A&G
expense per 1000 consumers for A&G expenses and R&M expense os percentage of
gross fixed assets for estimation of R&M expenses:

{c) One-time expenses such as expense due to change in accounting policy, arrears paid
due to pay commissions etc., shall be excluded from the norms in the trajectory.

{d] The expenses beyond the control of the Distribution Licensee such as dearness
allowance, terminal benefits etc. in Employee cost etc., shall be excluded from the norms
in the trajectory.

(e} The One-time expenses and the expenses beyond the control of the Distribution
Licensee shall be allowed by the Commission over and above normative Operation &
Maintenance Expenses after prudence check.

(fl The norms in the trajectory shall be specified over the control period with due
consideration to productivity improvements.

(g) The norms shall be determined at constant prices of base year and escalation on
account of inflation shall be over and above the baseline.
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(h) The Distribution Licensee specific trajectory of norms shall be identified by the
Commission on the basis of simple average of previous five years audited figures, duly

£

normalized for any abnormal varigtion...................”.

Thus, the MYT Distribution Tariff Regulations, 2014 provides for determination of the Employee
cost norm, which would evidently be done pursuant to the benchmarking study. The Discom has
successfully completed its benchmarking study of operational parameters in line with the MYT
Distribution Tariff Regulations, 2014 and has also submitted the report to the Hon'ble
Commission. Further, as per the observations and comments of the said benchmarking repart
the number of personnel per 1000 consumers in case of MVVNL is 2.36 as compared to the
statistical mean of the data of sample Discoms (excluding UP Discoms) which is 2.85, which is
owing to significant under deployment of personnel against sanctioned employee strength,
Thus, the employee engagement has to be seen as working employee strength vs. sanctioned
employee strength. It depicts that the actual deployment of staff is hardly 74% against the
sanctioned employee strength, there by depicting that it is acutely under-staffed, The shortage
is even more pronounced in respect of technical staff as compared to non-technical staff, which
is reflective of both lower Employee cost per unit of energy sales as well as lower efficiency
scores. Thus the Petitioner plans to increase its no. of employees in order to cater the increasing
no. of consumers and sales on account of increase in supply hours and connecting the
unconnected consumers of the state,

Accordingly the Petitioner in the instant Petition for the purpose of projecting the Employee
costs and Administrative & General (A&G) Expenses, cansidering the observations made in the
benchmarking report has claimed additional establishment expenses on the account that if
there would have been no under-staffing and the actual employee strength would be parallel to
the sanctioned employee strength, the actual establishment cost would have been higher as
compared to what has been reflected in the audited accounts of the Petitioner. For this purpose
the Petitioner has taken the financial year 2014-15 as the Base year for which the Audited
accounts are available with the Petitioner.

54.1 EMPLOYEE EXPENSES FOR FY 2017-18 TO 2019-20

The Petitioner has computed the Employee expenses for the control period FY 2017-18 to FY
2019-20 as per the Regulation 25.1 of the MYT Transmission Regulations as below:-

“Employee cost shall be computed as per the opproved norm escalated by consumer
price index (CPl), adjusted by provisions for expenses beyond the control of the Licensee
and one time expected expenses, such as recovery/adjustment of terminal benefits,
implications of pay commission, arrears, Interim Relief etc., governed by the following
formula:

-

EMPn= (EMPb * CPl inflation) + Pravision {_,M LA

—
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Where:

EMPn: Employee expense for the year n.

EMPB: Employee expense as per the norm

CPl inflation: is the average increase in the Consumer Price Index (CPI) for immediately
preceding three financial years.

Frovision: Provision for expenses beyond control of the Distribution Licensee and
expected one-time expenses as specified above.”

Further the Petitioner has also considered the methodology provided in the Hon'ble Commission's
approach note for calculation of O&M Expenses dated February 23, 2017. The Petitioner has
considered the base year as '2014-15', for which the audited accounts are available as on the date
of submission of the Multi-Year Tariff Petition. The Petitioner in the following table has worked
out the norms depicting cost of per employee deployed based on the actual employee expenses
incurred during the past five financial years:

Table 5.1-7: Norms - Rs. Crore Employee Cost per 1000’ Consumers

’7 Particulars 2011-12 | 201213 | 2013-14 | 2014-15 | 2015-16 & Verase
: i 1 i of 5 years |
__Gruss__E_mplnvee Costs 379.39 515,52 N SGIEIE 431 34 4_24 56 :
_No.ofConsumers |3 029,242 | 3,157,661 | 3,336,182 | 3,984,678 | 4,075,705 | | s |
manms par: 1000 0125 0163 0150 | 04121 0.104 |

_consumer ) | ST [ =

The Petitioner has considered the above worked out norm of Rs. Crore employee cost per 1000’
Consumers as the employee cost per 1000's consumer far the middle year i.e. for FY 2013-14 and
has thereafter applied the yearly increase in the CPI inflation Index for FY 2014-15, 2015-16 and
2016-17 to reach the base year norms, for the purpose of calculation of employee expenses for
the MYT Period. The determination of Rs. Crore employee cost per 1000" employee and thereafter
the total employee cost in Rs. Crore for the Control period is depicted in the table below:

Table 5.1-8: Determination of Emplwee Cust per employee for F‘r 2017-18 {Rs Crore)

73

Particulars “Fuﬂ | 2016-17 | 2017-18 = 201819 = 201920 W

| CPlinflation | a1 7.21% 7.21% 7.21% l
' Nnrrns per 1000 consumer (Rs Crore} 0.133 016 017 0.18 0.19 i
' No. of Consumers 4,397,878 | 6596877 | 10,369,687 | 12,108,516 |
_Employee Expenses (Rs Crore) 68216 | 1,096.98 | 1,848.60 ' 231411
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Further in addition to above, the Petitioner also requests the Hon'ble Commission to allow the
additional Employee Expenses on account of increase in Mo. of Employees to cover up the under
deployment of the staff at the Discom end. The work out the same the Petitioner has considered
the data for FY 2014-15, being the latest available audited accounts of the Petitioner and thus the
same would provide a true and fair picture of the employee strength vis-a-cis the employee cost
of the Petitioner,

The Sanctioned employee strength for MVVNL for FY 2014-15 is 13216, against which the actual
no. of employees deployed are 9794, thus there is a shortage of 3422 employees resulting in
under-performance of the disocms in terms of operational parameters. Therefore to determine
the additional cost on account of increase in employee strength the Petitioner in the below table
as a first step has worked out the Notional Gross establishment expenses for FY 2014-15, had
been the complete employee sanctioned strength was deployed at the Petitioner’s office, to reach
at the Base value of Gross establishment cost for the year as detailed in the table below:

Table 5.1-9: Additional Employee Expenses for FY 2014-15

W E

Particulars . Unit | Amount
| Gruss Establishment Expenses for FY 2014- 15 Rs. Crore 481
g Actual No. of Employees _ _1In No.s | 9,794 N
}Sanctluned Employees ) No.s 13,216 |
Under Deployment of Employees Nos | | 3422 |
| Gross Employee Expenses considering the full -
| Sanctioned Employees being the Actual ' Rs. Crore | 650 |
Emplwegs 5
- Additional Employee Cost for the year if total |
sanctioned employees are being hired : i Crurem ApeS

Thereafter the above derived employee cost has been escalated by average increase in the CPI
inflation index for FY 2015-16 and 2016-17 to reach the base values for projection of additional
employee cost for the MYT period as detailed in the table below:

Table 5.1-10: Additional Employee Expenses projected for the MYT Period (Rs. Crore)

Particulars Base Value 2016-17 2017-18 2018-19 2019-20

CPI Inflation 4.12% 7.21% 7.21% 7.21%
Additional Employee

Sk Sl 168.18 185.00 198.33 212.62 227.94

Thus, the total gross employee expenses claimed for the control period in depicted in the table

below:

Table 5.1-11: Gross Employee Expenses for the MYT Period (Rs. Crore)

Pl % P
L =

_'r'".___._.--
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