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DELHI ELECTRICITY REGULATORY COMMISSION
New Delhi

EXPLANATORY MEMORANDUM

DRAFT DELHI ELECTRICITY REGULATORY COMMISSION (BUSINESS PLAN) REGULATIONS, 2023

(a)

(b)

(d)

A.

B.

INTRODUCTION

In exercise of the powers vested under Sections 61, 86(1) and 181 of the Electricity Act,
2003 (Act) and all other enabling powers and in compliance of the requirement under
Section 181 (3) of the Act, the Commission has uploaded the draft of DERC (Business
Plan) Regulations, 2023, in succession to DERC (Business Plan) Regulations 2019, on its

website http://derc.gov.in/

The Commission has invited comments/suggestions from stakeholders through Public
Notices published in leading newspapers and also uploaded the same on Commission’s
website http://derc.gov.in/. The last date for submission of comments/suggestions from

stakeholders on the said Regulations is 14/02/2023.

This Explanatory Memorandum has been issued with the intent of explaining the

rationale and objective behind Draft DERC (Business Plan) Regulations, 2023.

It may be mentioned for the sake of clarity, that the term “Commission” in most of the
cases refers to the officers of the Commission for carrying out the research/due
diligence on the available information for preparation of Explanatory Memorandum for

Draft Delhi Electricity Regulatory Commission (Business Plan) Regulations, 2023.

COMMON POINTS

1. RETURN ON EQUITY

PROVISIONS IN DRAFT DERC BUSINESS PLAN REGULATIONS, 2023

“3. RATE OF RETURN ON EQUITY:

Return on Equity in terms of Regulation 4(1) of the DERC (Terms and Conditions for
Determination of Tariff) Regulations, 2017 for Generating Entity shall be computed at
the Base Rate 10.00% on post tax basis:

Provided that the Equity for the purpose of Return on Equity shall be lower of the

Normative Equity determined as per Regulation 63 of the DERC (Terms And Conditions
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For Determination of Tariff) Regulations, 2017 or Equity available as per Audited

Financial Statement of the relevant year.

12. RATE OF RETURN ON EQUITY:

Return on Equity in terms of Regulation 4(1) of the DERC (Terms and Conditions for
Determination of Tariff) Regulations, 2017 for Transmission Licensee shall be computed
at the Base Rate 10.00% on post tax basis:

Provided that the Equity for the purpose of Return on Equity shall be lower of the
Normative Equity determined as per Regulation 63 of the DERC (Terms And Conditions
For Determination of Tariff) Regulations, 2017 or Equity available as per Audited

Financial Statement of the relevant year.

20. RATE OF RETURN ON EQUITY:
Return on Equity in terms of Regulation 4(1) of the DERC (Terms and Conditions for
Determination of Tariff) Regulations, 2017 shall be computed at the Base Rate 10.00%

on post tax basis for Wheeling and Retail Business together.”

EXPLANATORY NOTES

(1)

(2)

(3)

The Rate of Return on Equity in DERC (Business Plan) Regulations, 2019 was determined
during 2019 and the same is applicable for the Financial Years 2020-21, 2021-22 and 2022-
23. Itis worthwhile to mention that the same Rate of Return on Equity was in force during
the Financial Years 2017-18, 2018-19 and 2019-20 also, as was covered under DERC
(Business Plan) Regulations,2017 and also in MYT (Multi Year Tariff) 2011 & MYT
Regulations, 2007.

The DERC (Delhi Electricity Regulatory Commission) had specified a Post-tax return of 14
% in case of Generation & Transmission Licensees and 16% in case of Distribution
Licensees.

Considering the downward revision of Marginal Cost of Funds Based Landing Rate (MCLR)
of the Public Sector Banks and 10-year G-Sec Rates, it is felt prudent to revisit and re-
determine the Rate of Return on Equity for the control period FY 2023-24, 2024-25 and
2025-26.
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(4) Itis pertinent to submit that the overall interest rate has shown a declining trend during
the past period mainly the RBI Repo Rate, Interbank Rate and SBI Base Rate/MCLR Rate

have come down during this period:

a. The RBIRepo Rate: It is the rate at which the Central Bank of a country (Reserve Bank

of India in case of India) lends money to Commercial Banks in the event of any
shortfall of funds. Repo rate is used by monetary authorities to control inflation.

b. Interbank Rate: The term Interbank Rate also refers to the interest rate charged

when banks conduct wholesale transactions in foreign currencies with banks in other
nations. The Interbank Rate, also known as the Federal Funds Rate, is the interest
charged on short-term loans made between financial institutions.

c. Marginal Cost of Funds based Lending Rate (MCLR): It is the minimum lending rate

below which a bank is not permitted to lend. MCLR replaced the earlier base rate
system to determine the lending rates for commercial banks.
(5) With better control over inflation, the interest rates have remained low and stable over
short & medium term. It could be observed from the following table, that SBI MCLR rates
have gradually fallen down from April 2019 onwards:

Table 1: SBI MCLR RATE Apr’19 to Mar’22

Date Rate (%) Date Rate (%) Date R(;:c)e
15.03.2022 7.00 10.12.2020 7.00 10.09.2019 8.15
15.02.2022 7.00 10.11.2020 7.00 10.08.2019 8.25
15.01.2022 7.00 10.10.2020 7.00 10.07.2019 8.40
15.12.2021 7.00 10.09.2020 7.00 10.06.2019 8.45
15.11.2021 7.00 10.08.2020 7.00 10.05.2019 8.45
15.10.2021 7.00 10.07.2020 7.00 10.04.2019 8.50
15.09.2021 7.00 10.06.2020 7.00 10.03.2019 8.55
15.08.2021 7.00 10.05.2020 7.25
15.07.2021 7.00 10.04.2020 7.40
15.06.2021 7.00 10.03.2020 7.75
15.05.2021 7.00 10.02.2020 7.85
10.04.2021 7.00 10.01.2020 7.90
10.03.2021 7.00 10.12.2019 7.90
10.02.2021 7.00 10.11.2019 8.00
10.01.2021 7.00 10.10.2019 8.05
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(6)

(7)

(8)

(9)

The yield on 10-year benchmark Government Bond has also come down to 5.96% (1-year
average) during FY 2020-2021 as compared to 7.40% at the beginning of FY 2019-20, while
it was 6.84% at the end of FY 2021-22. (Annexure-A).

Different models are available for estimation of cost of equity/RoE. However, DERC has
relied upon other SERCs” models for arriving at RoE.

In accordance with Section 3 of the Electricity Act 2003, the Central Government has
notified the Tariff Policy on 6% January, 2006. Further amendments to the Tariff Policy
were notified on 31% March, 2008, 20™" January, 2011 and 8™ July, 2011. In exercise of
powers conferred under Section 3(3) of Electricity Act, 2003, the Central Government
notified the revised Tariff Policy on 28/01/2016. Tariff Policy mandates to have
appropriate return on investment. The Tariff Policy has mandated the Distribution
Licensees to procure their future requirement of power through Tariff Based Competitive
Bidding. The market forces are likely to exert downward pressure on the IRR (Internal
Rate of Return) of the new projects. Further, the rate of interest has also come down in
recent times. Therefore, there is market dynamics which favours reduction of rate of
return.

Under this circumstances, the following scenario are coming before.

v' Review the rate of return on equity considering the present market expectations and

risk perception of power sector for new projects;

v Pre-tax RoE basis will not motivate the generators/licensees to take efforts for reducing

tax burden.

MODEL FOR RATIONALISED STRUCTURE OF RETURN ON EQUITY

CAPITAL ASSET PRICING MODEL (CAPM)

(10)

(11)

The CAPM describes the relationship between the expected return and risk of investing
in a security. It shows that the expected return on a security is equal to the risk-free return
plus a risk premium, which is based on the beta of that security.

CAPM is also the most popular and widely accepted method for determining the cost of
equity. It is recognised that this model will give the approx. rate of return on equity, as it
is based on the assumption of data e.g. market return data, Risk Free rate taken as
Government/Sovereign Bonds yield for 1 year or more will also impact the rate of return

on equity.
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(12)

(13)

(14)

(15)

(16)

(17)

In financial market, CAPM is a well-established model for calculation of return on equity
of an asset. Essentially it is based on Modern Portfolio Theory and theory of diversification
of risk wherein a rational investor maximizes his portfolio’s expected return for a given
amount of portfolio risk, or equivalently minimize risk for a given level of expected return,
by carefully choosing the proportions of various assets.

The CAPM gives an approximate rate of return on equity, which can be used to take an
informed decision on rate of return on equity. In order to compute the Market Risk
Premium (Rm), the return expected by the market has been estimated by assuming the
past returns provided by the equity market, as it mirrors the expectations of the investors
(by considering the market return for 10 years from April 2012-Mar 2022). In order to
compute the Risk free return, the average of daily last traded price (PX_LAST) of 10 Year
G-Sec (Government Security) for the past 3 years (FY 2019-20 to FY 2021-22) is
considered.

CAPM is being applied to “quantify what the market should expect ROE of generating
companies/ Transmission Licensees/Distribution Licensees which are either traded in the
stock market or their Group Companies are Traded or not Traded and whose Tariff is being
determined by the various Commissions.” CAPM is just one of the models that tries to
determine what the market should expect.

It needs to be noted that on one hand while these companies are regulated entities these
are also listed and traded in the stock markets. This would act as a useful insight on the
expectation of the financial / portfolio investors in these companies, how they perceive
risk in these companies and their expected return. With this data analysis and
information, it would be better placed to arrive at the ROE to be allowed to these
regulated companies.

It is also noteworthy to mention that there are several other unregulated IPP also listed
and traded in the stock market. The expected return on these companies has also been
calculated and compare with the returns of the regulated companies.

Itis also worth emphasizing that there are a large number of power generating companies
which are listed and the stock are liquid. This is helpful in terms of market data available

for analytic purposes.
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POWER UTILITIES CONSIDERED FOR CAPM
(18) As mentioned in the preceding paragraph, Power companies listed in the stock markets
have been classified into two categories which are considered for CAPM: -
a) Regulated Power companies traded in stock markets which include
1. NTPC
2. NHPC
3. PGCIL
4, NLC
5. SJVNL
6. GIPCL
b) De-regulated Power Companies or IPP's traded in stock markets include
1. Tata Power
2. Reliance Power
3. Torrent Power
4. CESC
5. JSW Energy
6. Rattan India Power
7. Jaiprakash Power Ventures Limited
(19) Inthe case of private power companies, it is noted that while some of the companies are
pure play generating companies, some are also in to power distribution business and
some have exposure to other infrastructure business. Hence the expected returns to that
extent their returns do not reflect the pure power generation business expected returns
but also risk associated with infrastructure and power distribution businesses.
(20) As Delhi DISCOMs (Distribution Companies) are not listed in stock market but their Group
companies are listed i.e. Reliance Power and Tata Power are listed. Therefore, the same

gets appropriately factored in their CAPM.

STEPS FOR CAPM

(21) As mentioned earlier, the CAPM describes the relationship between the expected return
and risk of investing in a security. It shows that the expected return on a security is equal
to the risk-free return plus a risk premium, which is based on the beta of that security.

CAPM can be summarized according to the following formula:
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Required (or expected) Return = Risk Free Rate + (Market Return — Risk Free Rate) x
Beta.
Expected Return on a Stock = Risk Free rate of return +Beta *(Risk Premium of Stocks

over risk free rate of return).

This is denoted as follows:
E(R,) = R, + B,(E(R) - Ry)
where:
E(R!} is the expected return on the capital asset
Rf is the risk-free rate of interest such as interest arising from government bonds

-*'ji'(the beta) is the sensitivity of the expected excess asset returns to the expected excess
g Cov(R;, R,)
i

market returns, or also | Va*r(Rm)

E(Rm}is the expected return of the market

E(Rm} o Rf is sometimes known as the market premium (the difference between the

expected market rate of return and the risk-free rate of return).

E(R!) - Rf is also known as the risk premium

(22) For estimating the rate of return on equity using CAPM, following steps were followed:
STEP-1 - CALCULATE RISK FREE RATE (RF) for using 10-year govt. bond vyields. Though
Government securities do not have a default risk, they are still susceptible to reinvestment
risk and inflation risk. To eliminate reinvestment risk, zero coupon securities have been
considered. However, inflation risk is still not effectively mitigated. Due to the lack of any
better measure of risk free rate, the yield on Government securities is considered as Risk
Free rate. The risk free rate for India has been estimated based on yield on average yield of

10-year government bond over past 3 years (FY 2019-20 to 2021-22). The Risk free rate (Rf)
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based on 10-year Indian government bond (for 3 years) works out to be 6.30%, details are

placed at Annexure A.

STEP-2 -CALCULATE HISTORICAL MARKET RETURNS (RM) for the past 10 years (April 2012

— March 2022) using BSE Sensex data to determine the Expected rate of return (Rm). The

market return has been estimated based on historical data of returns of BSE Sensex over

past 10 years from FY 2012-13 to FY 2021-2022.The data has been taken for 10 years

including the Financial Year 2021-22 in which year there was a spurt in the Sensex

considering the fact there was a dip in the Sensex during Financial Year 2020-21 due to

COVID related strains. The market return for a period from FY 2012-13 to FY 2021-22 work

out to around 11.59%.

a) Inordertocompute the Market Risk Premium (Rm), the return expected by the market

has been estimated by assuming the past returns provided by the equity market, as it

mirrors the expectations of the investors. For determining the market return, the

returns provided by the BSE Sensex in different period ranges has been considered as

a proxy for the historical returns provided by the Indian equity market.

Table 2: BSE SENSEX RETURN

Financial Open High Low Close Returns
Year
2012 15534.67 19612.18 15358.02 19426.71 25.70%
2013 19513.45 21483.74 17448.71 21170.68 8.98%
2014 21222.19 28822.37 19963.12 27499.42 29.89%
2015 27485.77 30024.74 24833.54 26117.54 -5.03%
2016 26101.5 29077.28 22494.61 26626.46 1.95%
2017 26711.15 34137.97 26447.06 34056.83 27.91%
2018 34059.99 38989.65 32483.84 36068.33 5.91%
2019 36161.8 41809.96 35287.16 41253.74 14.38%
2020 41349.36 47896.97 25638.9 47751.33 15.75%
2021 47785.28 62245.43 46160.46 58253.82 21.99%
2022 58310.09 61475.15 52260.82 54884.66 -5.78%
11.59%
Source: https://www.bseindia.com/Indices/IndexArchiveData.html
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b) The average annual growth rate of the BSE Sensex over the period of FY 2012-13—-FY
2021-22 works out to around 11.59%. the same has been considered as market return
for calculating ROE.

STEP 3 - BETA (B) is a measure of the volatility, or systematic risk, of a security or a
portfolio in comparison to the market as a whole. For computing the Beta for CAPM
formula, firstly the Beta is estimated for all major power sector companies in the
business of power generation and transmission listed in the BSE. In the next step, the
composite Beta based on the weighted average of market capitalization separately for
Regulated entities and IPPs has been computed to estimate the business risk of the
concerned companies. The Beta for various Power Sector Companies (based on daily
returns) has been estimated for the FY 2012-13 to FY 2021-22 as well the Composite
Beta which is calculated on the basis of Market capitalisation of various Power Sector
Companies on 31/03/2022, which is tabulated below.

Table 3: BSE MARKET CAPITALISATION AS ON 31/03/2022
Sr. No. Script Code Company Name Market Cap (Rs Cr.)

1. 532898 POWER GRID CORPORATION OF INDI 1,51,262.70

2. 532555 NTPC LTD. 1,30,856.51

3. 500400 TATA POWER CO.LTD. 76,320.69

4, 533148 JSW ENERGY LTD 49,140.11

5. 533098 NHPC LTD. 27,925.20

6. 532779 TORRENT POWER LTD. 23,641.54

7. 533206 SJIVN LTD 10,787.29

8. 500084 CESC LTD. 9,482.64

9. 513683 NLC India Limited 8,673.41

10. 532627 JAIPRAKASH POWER VENTURES LIMI 4,653.50

11. 532939 RELIANCE POWER LTD. 4,590.17

12. 533122 RATTANINDIA POWER LTD. 2,862.27

13. 517300 GUJARAT INDUSTRIES POWER CO.LT 1,109.43
Source: https://www.bseindia.com/static/about/downloads.aspx

c) The different betas calculated are:-

i. Composite Beta of the Regulated Companies
ii. Composite Beta of IPPs (For Comparison with Regulated Companies)

iii. Composite Beta of Regulated companies and IPPs (consolidated)
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d)

e)

f)

g)

h)

Methodology of Beta Calculation:

i. Beta calculation: The daily stock return has been regressed against the daily

Sensex returns to calculate the beta of the stock. Linear regression has been used
with Sensex return as an independent variable and stock returns as the dependent
variable.

ii. Calculation of return: As is the practice in financial markets, the return taken are

the Logarithmic returnsi.e. R = LN (Pt/ Pt-1)

iii. Time period: Data from April 2012 — March 2022 have been used.

Individual Beta of each stock has been calculated. Thereafter the Composite Beta of
regulated Companies and Composite Beta of IPPs has been calculated. The market

capitalization of the stock has been used as weight for the composite beta calculation.

STEP 4 — EXPECTED RETRUN is a return expected by an investor in a stock.

The expected return is calculated using the CAPM and is dependent on Beta, market
risk premium and risk free rate. The below table shows the Beta and the Expected
return on the stock.

The expected return of all Regulated Companies combined together is also found using
CAPM and taking the composite beta.

Difference between Expected Return on a stock and Return of Equity (ROE) allowed by
Regulators: The ROE to be allowed by regulators is a public information and is known
to the market. This information gets factored in the stock price and the expected return
gets adjusted accordingly. The expected return adjusted itself to many other factor like
macro economy factors, industry factors, company specific business risk, management
quality etc. Accordingly, the required (expected) return is shown in the following Table:

Table 4: Return on Equity- Regulated Companies

Sr.
No.

WL Daily beta x Composite el
Cap M P Daily Beta

(Rs. cr ) Market Cap Beta (Daily) based

Regulated | Daily
Companies | Beta

NTPC 0.7127 1,30,857 93,266.85

NHPC 0.6576 27,925 18,364.93

Power Grid 0.5920 1,51,263 89,541.77

NLC 0.6477 8,673 5,617.74 0.64 9-69

SIVN 0.4140 10,787 4,465.76

AN IW|IN |-

GIPCL 0.6682 1,109 741.29

TOTAL 3,30,615 2,11,998
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Table 5: Return on Equity-Independent Power Producers (IPPs)

Sr. IPPs-Unregulated Daily Market Cap | Daily beta x Composite I.‘OE‘
No. Companies Beta (Rs. cr) Market Cap Be.ta Daily Beta
(Daily) based
7 TATA 1.0553 76,321 80540.37
8 Reliance Power 0.9651 4,590 4430.17
9 TORRENT power 0.7660 23,642 18109.72
10 CESC 0.8579 9,483 8134.81 1.00 11.59
11 JSW 1.0638 49,140 52277.53
12 Rattan India Power 0.8621 2,862 2467.55
13 JPVL 0.9644 4,654 4487.69
TOTAL 1,70,691 2,16,439.90
Table 6: Return on Equity -Regulated Companies and IPPs
Sr. Regulated and Daily Market Cap | Daily betax | Composite ROE_
No. | IPPs Companies Beta (Rs. Cr) Market Cap | Beta (Daily) | Daily Beta based
1 NTPC 0.7127 1,30,857 93,266.85
2 NHPC 0.6576 27,925 18,364.93
3 Power Grid 0.5920 1,51,263 89,541.77
4 NLC 0.6477 8,673 5,617.74
5 SJIVN 0.4140 10,787 4,465.76
6 GIPCL 0.6682 1,109 741.29
7 TATA 1.0553 76,321 80,540.37
RELIANCE o
3 POWER 0.9651 4,590 4,430.17 0.76 10.34%
TORRENT
9 POWER 0.7660 23,642 18,109.72
10 | CESC 0.8579 9,483 8,134.81
11 | JISW 1.0638 49,140 52,277.53
RATTAN INDIA
12 | POWER 0.8621 2,862 2,467.55
13 | JPVL 0.9644 4,654 4,487.69
TOTAL 5,01,305 4,57,723

i)

Daily Rate of RoE worked out at 10.34 % by CAPM by considering the Daily Composite

Beta of Regulated Companies and IPPs. Accordingly, RoE is rounded off to the nearest

whole number i.e., Rate of RoE as 10%.
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PROPOSAL ON RETRUN ON EQUITY

(23) Inview of the above analysis, the rate of Return on Equity is rationalised as follows:

O GENERATING ENTITY = 10% on post tax basis.
O TRANSMISSION LICENSEE = 10% on post tax basis.

O DISTRIBUTION LICENSEE (WHEELING AND RETAIL BUSINESS) = 10.00% on post tax
basis.
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Annexure-A
G-Sec Rate for FY 2019-20

Date PX_LAST |Date PX_LAST [Date PX_LAST [Date PX_LAST
02-04-2019 7.27| 0O3-07-2019 6.83| 01-10-2019 6.66| 01-01-2020 6.51
03-04-2019 7.27| 04-07-2019 6.75| 03-10-2019 6.61| 02-01-2020 6.50
04-04-2019 7.35| 05-07-2019 6.70| 04-10-2019 6.69| 03-01-2020 6.52
05-04-2019 7.35| 08-07-2019 6.57| 0O7-10-2019 6.68| 06-01-2020 6.57
08-04-2019 7.40| 09-07-2019 6.59| 09-10-2019 6.45| 07-01-2020 6.55
09-04-2019 7.38| 10-07-2019 6.54| 10-10-2019 6.46| 08-01-2020 6.56
10-04-2019 7.37| 11-07-2019 6.49| 11-10-2019 6.51| 09-01-2020 6.53
11-04-2019 7.37| 12-07-2019 6.49| 14-10-2019 6.48| 10-01-2020 6.59
12-04-2019 7.41| 15-07-2019 6.43| 15-10-2019 6.49| 13-01-2020 6.60
15-04-2019 7.39| 16-07-2019 6.33| 16-10-2019 6.47| 14-01-2020 6.67
16-04-2019 7.39| 17-07-2019 6.35| 17-10-2019 6.50| 15-01-2020 6.63
18-04-2019 7.42| 18-07-2019 6.39| 18-10-2019 6.52| 16-01-2020 6.60
22-04-2019 7.48| 19-07-2019 6.36| 22-10-2019 6.54| 17-01-2020 6.63
23-04-2019 7.47| 22-07-2019 6.42| 23-10-2019 6.51| 20-01-2020 6.64
24-04-2019 7.43| 23-07-2019 6.46| 24-10-2019 6.50| 21-01-2020 6.64
25-04-2019 7.45| 24-07-2019 6.44| 25-10-2019 6.50| 22-01-2020 6.64
26-04-2019 7.41| 25-07-2019 6.51| 29-10-2019 6.52| 23-01-2020 6.60
30-04-2019 7.41| 26-07-2019 6.52| 30-10-2019 6.50| 24-01-2020 6.58
02-05-2019 7.39| 29-07-2019 6.41| 31-10-2019 6.45| 27-01-2020 6.56
03-05-2019 7.39| 30-07-2019 6.39| 01-11-2019 6.45| 28-01-2020 6.58
06-05-2019 7.39| 31-07-2019 6.37|04-11-2019 6.48| 29-01-2020 6.57
07-05-2019 7.38| 01-08-2019 6.42| 05-11-2019 6.52| 30-01-2020 6.56
08-05-2019 7.38| 02-08-2019 6.35| 06-11-2019 6.49| 31-01-2020 6.60
09-05-2019 7.40| 05-08-2019 6.39| 07-11-2019 6.51| 03-02-2020 6.51
10-05-2019 7.41| 0O6-08-2019 6.34| 08-11-2019 6.56| 04-02-2020 6.51
13-05-2019 7.39| 07-08-2019 6.37|11-11-2019 6.57| 05-02-2020 6.51
14-05-2019 7.38| 08-08-2019 6.40| 13-11-2019 6.53| 06-02-2020 6.45
15-05-2019 7.38| 09-08-2019 6.50| 14-11-2019 6.52| 07-02-2020 6.44
16-05-2019 7.38| 13-08-2019 6.53| 15-11-2019 6.52| 10-02-2020 6.44
17-05-2019 7.36| 14-08-2019 6.63| 18-11-2019 6.48| 11-02-2020 6.47
20-05-2019 7.29| 16-08-2019 6.55| 19-11-2019 6.48| 12-02-2020 6.48
21-05-2019 7.30| 19-08-2019 6.59| 20-11-2019 6.46| 13-02-2020 6.43
22-05-2019 7.26| 20-08-2019 6.59| 21-11-2019 6.51| 14-02-2020 6.37
23-05-2019 7.24| 21-08-2019 6.57| 22-11-2019 6.50| 17-02-2020 6.39
24-05-2019 7.23| 22-08-2019 6.56| 25-11-2019 6.47| 18-02-2020 6.39
27-05-2019 7.17| 23-08-2019 6.57| 26-11-2019 6.48| 20-02-2020 6.42
28-05-2019 7.15| 26-08-2019 6.48| 27-11-2019 6.47| 24-02-2020 6.37
29-05-2019 7.13| 27-08-2019 6.53| 28-11-2019 6.46| 25-02-2020 6.33
30-05-2019 7.14| 28-08-2019 6.57| 29-11-2019 6.47| 26-02-2020 6.35
31-05-2019 7.03| 29-08-2019 6.55| 02-12-2019 6.49| 27-02-2020 6.38
03-06-2019 6.98| 30-08-2019 6.56| 03-12-2019 6.47| 28-02-2020 6.37
04-06-2019 7.02| 03-09-2019 6.52| 04-12-2019 6.47| 02-03-2020 6.35
06-06-2019 6.93| 04-09-2019 6.55| 05-12-2019 6.61| 0O3-03-2020 6.34
07-06-2019 6.97| 05-09-2019 6.58| 06-12-2019 6.67| 04-03-2020 6.23
10-06-2019 7.08| 06-09-2019 6.60| 09-12-2019 6.67| 05-03-2020 6.24
11-06-2019 7.04| 09-09-2019 6.58| 10-12-2019 6.71| 0O6-03-2020 6.18
12-06-2019 7.01| 11-09-2019 6.68| 11-12-2019 6.76| 09-03-2020 6.07
13-06-2019 7.01| 12-09-2019 6.67| 12-12-2019 6.78| 11-03-2020 6.13
14-06-2019 6.92| 13-09-2019 6.64| 13-12-2019 6.79| 12-03-2020 6.24
17-06-2019 6.93| 16-09-2019 6.72| 16-12-2019 6.80| 13-03-2020 6.32
18-06-2019 6.81| 17-09-2019 6.73| 17-12-2019 6.75| 16-03-2020 6.21
19-06-2019 6.84| 18-09-2019 6.62| 18-12-2019 6.71| 17-03-2020 6.26
20-06-2019 6.79| 19-09-2019 6.64| 19-12-2019 6.75| 18-03-2020 6.30
21-06-2019 6.86| 20-09-2019 6.79| 20-12-2019 6.60| 19-03-2020 6.41
24-06-2019 6.85| 23-09-2019 6.75| 23-12-2019 6.57| 20-03-2020 6.26
25-06-2019 6.88| 24-09-2019 6.78| 24-12-2019 6.58| 23-03-2020 6.38
26-06-2019 6.93| 25-09-2019 6.76| 26-12-2019 6.58| 24-03-2020 6.30
27-06-2019 6.90| 26-09-2019 6.72| 27-12-2019 6.51| 26-03-2020 6.22
28-06-2019 6.88| 27-09-2019 6.74| 30-12-2019 6.55| 27-03-2020 6.14
01-07-2019 6.88| 30-09-2019 6.70| 31-12-2019 6.56| 30-03-2020 6.21
02-07-2019 6.84 31-03-2020 6.14
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G-Sec Rate for FY 2020-21

Date PX_LAST |Date PX_LAST Date PX_LAST |Date PX_LAST
03-04-2020 6.31| 07-07-2020 5.79| 01-10-2020 6.00| 01-01-2021 5.88
07-04-2020 6.42| 08-07-2020 5.78| 05-10-2020 6.00| 04-01-2021 5.83
08-04-2020 6.44| 09-07-2020 5.77| 06-10-2020 6.03| 05-01-2021 5.82
09-04-2020 6.49| 10-07-2020 5.76| 07-10-2020 6.01| 06-01-2021 5.85
13-04-2020 6.50| 13-07-2020 5.79| 08-10-2020 6.02| 07-01-2021 5.86
15-04-2020 6.43| 14-07-2020 5.83] 09-10-2020 5.94| 08-01-2021 5.88
16-04-2020 6.44| 15-07-2020 5.81] 12-10-2020 5.90| 11-01-2021 5.92
17-04-2020 6.35| 16-07-2020 5.81] 13-10-2020 5.90| 12-01-2021 5.92
20-04-2020 6.21| 17-07-2020 5.81| 14-10-2020 5.90| 13-01-2021 5.91
21-04-2020 6.21| 20-07-2020 5.80| 15-10-2020 5.90| 14-01-2021 5.89
22-04-2020 6.22| 21-07-2020 5.83| 16-10-2020 5.94| 15-01-2021 5.95
23-04-2020 6.05| 22-07-2020 5.81] 19-10-2020 5.94| 18-01-2021 5.91
24-04-2020 6.17| 23-07-2020 5.81| 20-10-2020 5.93] 19-01-2021 5.91
27-04-2020 6.15| 24-07-2020 5.83] 21-10-2020 5.91| 20-01-2021 5.92
28-04-2020 6.13| 27-07-2020 5.86| 22-10-2020 5.91| 21-01-2021 5.93
29-04-2020 6.12| 28-07-2020 5.85| 23-10-2020 5.84| 22-01-2021 5.91
30-04-2020 6.11| 29-07-2020 5.84| 26-10-2020 5.84| 25-01-2021 5.92
04-05-2020 6.08| 30-07-2020 5.83| 27-10-2020 5.85| 27-01-2021 5.91
05-05-2020 6.07| 31-07-2020 5.84| 28-10-2020 5.86| 28-01-2021 5.89
06-05-2020 6.03| 03-08-2020 5.84| 29-10-2020 5.88] 29-01-2021 5.91
08-05-2020 5.97| 04-08-2020 5.77| 02-11-2020 5.89| 01-02-2021 6.06
11-05-2020 6.17| 05-08-2020 5.77| 03-11-2020 5.90| 02-02-2021 6.13
12-05-2020 6.17| 06-08-2020 5.81| 04-11-2020 5.89| 03-02-2021 6.08
13-05-2020 5.80| 07-08-2020 5.84| 05-11-2020 5.86| 04-02-2021 6.07
14-05-2020 5.78| 10-08-2020 5.86] 06-11-2020 5.87| 05-02-2021 6.07
15-05-2020 5.78| 11-08-2020 5.87| 09-11-2020 5.88] 08-02-2021 6.04]
18-05-2020 5.77| 12-08-2020 5.85| 10-11-2020 5.92] 09-02-2021 6.07
19-05-2020 5.78| 13-08-2020 5.87| 11-11-2020 5.91] 10-02-2021 6.01
20-05-2020 5.78| 14-08-2020 5.95] 12-11-2020 5.91| 11-02-2021 5.96
21-05-2020 5.78| 17-08-2020 5.95| 13-11-2020 5.88| 12-02-2021 5.99
22-05-2020 5.75| 18-08-2020 5.96| 17-11-2020 5.88| 15-02-2021 6.02
26-05-2020 5.75] 19-08-2020 5.97| 18-11-2020 5.88] 16-02-2021 6.02
27-05-2020 5.76| 20-08-2020 5.95| 19-11-2020 5.88] 17-02-2021 6.03
28-05-2020 5.75| 21-08-2020 6.09| 20-11-2020 5.88] 18-02-2021 6.14
29-05-2020 5.76| 24-08-2020 6.17| 23-11-2020 5.90| 22-02-2021 6.20
01-06-2020 5.78| 25-08-2020 6.13| 24-11-2020 5.88] 23-02-2021 6.17
02-06-2020 5.76| 26-08-2020 6.19| 25-11-2020 5.89| 24-02-2021 6.15
03-06-2020 5.77| 27-08-2020 6.15| 26-11-2020 5.87| 25-02-2021 6.18
04-06-2020 5.76| 28-08-2020 6.14| 27-11-2020 5.91| 26-02-2021 6.23
05-06-2020 5.77| 31-08-2020 6.12| 01-12-2020 5.85| 01-03-2021 6.21
08-06-2020 5.81| 01-09-2020 5.94| 02-12-2020 5.84| 02-03-2021 6.23
09-06-2020 5.78| 02-09-2020 5.92| 03-12-2020 5.85| 03-03-2021 6.23
10-06-2020 5.77| 03-09-2020 5.90| 04-12-2020 5.82| 04-03-2021 6.22
11-06-2020 5.78| 04-09-2020 5.93| 07-12-2020 5.84| 05-03-2021 6.23
12-06-2020 5.80| 07-09-2020 5.99| 08-12-2020 5.86| 08-03-2021 6.22
15-06-2020 5.79| 08-09-2020 6.06] 09-12-2020 5.83] 09-03-2021 6.21
16-06-2020 5.85| 09-09-2020 5.99| 10-12-2020 5.85] 10-03-2021 6.25
17-06-2020 5.84| 10-09-2020 6.05| 11-12-2020 5.90| 12-03-2021 6.23
18-06-2020 5.82| 11-09-2020 6.04| 14-12-2020 5.89| 15-03-2021 6.20
19-06-2020 5.85| 14-09-2020 6.03| 15-12-2020 5.89| 16-03-2021 6.18
22-06-2020 5.88| 15-09-2020 6.03| 16-12-2020 5.89| 17-03-2021 6.19
23-06-2020 5.90| 16-09-2020 5.99| 17-12-2020 5.89| 18-03-2021 6.20
24-06-2020 5.92| 17-09-2020 6.03| 18-12-2020 5.91| 19-03-2021 6.19
25-06-2020 5.89| 18-09-2020 6.02| 21-12-2020 5.92| 22-03-2021 6.18
26-06-2020 5.92| 21-09-2020 6.02| 22-12-2020 5.91| 23-03-2021 6.14
29-06-2020 5.90| 22-09-2020 6.01| 23-12-2020 5.91| 24-03-2021 6.15
30-06-2020 5.89| 23-09-2020 5.99| 24-12-2020 5.89| 25-03-2021 6.13
01-07-2020 5.84| 24-09-2020 5.99| 28-12-2020 5.88| 26-03-2021 6.12
02-07-2020 5.84| 25-09-2020 6.04| 29-12-2020 5.89| 30-03-2021 6.15
03-07-2020 5.85| 28-09-2020 6.06] 30-12-2020 5.87| 31-03-2021 6.17
06-07-2020 5.84| 29-09-2020 6.04| 31-12-2020 5.87

30-09-2020 6.01
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G-Sec Rate for FY 2021-22

Date PX_LAST |Date PX_LAST |Date PX_LAST |Date PX_LAST
05-04-2021 6.12| 07-07-2021 6.17| 07-10-2021 6.27| 07-01-2022 6.54
06-04-2021 6.12| 08-07-2021 6.12| 08-10-2021 6.32| 10-01-2022 6.59
07-04-2021 6.08| 09-07-2021 6.19| 11-10-2021 6.35| 11-01-2022 6.57
08-04-2021 6.03| 12-07-2021 6.22| 12-10-2021 6.33] 12-01-2022 6.59
09-04-2021 6.02| 13-07-2021 6.20| 13-10-2021 6.32| 13-01-2022 6.56)
12-04-2021 6.01| 14-07-2021 6.20| 14-10-2021 6.33] 14-01-2022 6.58]
15-04-2021 6.13| 15-07-2021 6.19| 18-10-2021 6.39| 17-01-2022 6.64
16-04-2021 6.09| 16-07-2021 6.21| 20-10-2021 6.37| 18-01-2022 6.61
19-04-2021 6.08| 19-07-2021 6.19| 21-10-2021 6.34] 19-01-2022 6.60)
20-04-2021 6.07| 20-07-2021 6.19| 22-10-2021 6.36] 20-01-2022 6.61
22-04-2021 6.05| 22-07-2021 6.20| 25-10-2021 6.35] 21-01-2022 6.62
23-04-2021 6.04| 23-07-2021 6.23| 26-10-2021 6.36] 24-01-2022 6.65
26-04-2021 6.04| 26-07-2021 6.17| 27-10-2021 6.34| 25-01-2022 6.66)
27-04-2021 6.05| 27-07-2021 6.18| 28-10-2021 6.37| 26-01-2022 0.00
28-04-2021 6.05| 28-07-2021 6.19| 29-10-2021 6.39| 27-01-2022 6.75
29-04-2021 6.06| 29-07-2021 6.20| 01-11-2021 6.39| 28-01-2022 6.77
30-04-2021 6.03| 30-07-2021 6.20| 02-11-2021 6.36] 30-01-2022 6.78)
03-05-2021 6.00| 02-08-2021 6.20| 03-11-2021 6.36] 31-01-2022 6.68]
04-05-2021 6.02| 03-08-2021 6.20| 08-11-2021 6.30| 01-02-2022 6.83
05-05-2021 5.98| 04-08-2021 6.20| 09-11-2021 6.29| 02-02-2022 6.88]
06-05-2021 5.97] 05-08-2021 6.21| 10-11-2021 6.34] 03-02-2022 6.89
07-05-2021 6.02| 06-08-2021 6.23| 11-11-2021 6.37| 04-02-2022 6.88]
10-05-2021 6.01| 09-08-2021 6.22| 12-11-2021 6.37| 07-02-2022 0.00
11-05-2021 6.01| 10-08-2021 6.23| 15-11-2021 6.34| 08-02-2022 6.81
12-05-2021 6.01| 11-08-2021 6.24| 16-11-2021 6.36] 09-02-2022 6.80)
14-05-2021 5.99] 12-08-2021 6.23| 17-11-2021 6.36] 10-02-2022 6.72
17-05-2021 5.97] 13-08-2021 6.24| 18-11-2021 6.35| 11-02-2022 6.70
18-05-2021 5.98[ 17-08-2021 6.24| 19-11-2021 0.00| 14-02-2022 6.67
19-05-2021 5.98| 18-08-2021 6.23| 22-11-2021 6.35| 15-02-2022 6.67
20-05-2021 5.97| 20-08-2021 6.23| 23-11-2021 6.36] 16-02-2022 6.69
21-05-2021 5.98| 23-08-2021 6.24| 24-11-2021 6.37| 17-02-2022 6.67
24-05-2021 5.97| 24-08-2021 6.25| 25-11-2021 6.37| 18-02-2022 6.66)
25-05-2021 5.97| 25-08-2021 6.24| 26-11-2021 6.33| 21-02-2022 6.69
27-05-2021 5.99| 26-08-2021 6.25| 29-11-2021 6.34| 22-02-2022 6.75
28-05-2021 6.00| 27-08-2021 6.26] 30-11-2021 6.33| 23-02-2022 6.74)
31-05-2021 6.02| 30-08-2021 6.23| 01-12-2021 6.35| 24-02-2022 6.76)
01-06-2021 6.02| 31-08-2021 6.22| 02-12-2021 6.35| 25-02-2022 6.75
02-06-2021 6.01| 01-09-2021 6.20| 03-12-2021 6.37| 28-02-2022 6.77
03-06-2021 6.00| 02-09-2021 6.17| 06-12-2021 6.36] 01-03-2022 0.00
04-06-2021 6.03] 03-09-2021 6.16] 07-12-2021 6.39| 02-03-2022 6.81
07-06-2021 6.02] 06-09-2021 6.17| 08-12-2021 6.35] 03-03-2022 6.83
08-06-2021 6.01| 07-09-2021 6.20| 09-12-2021 6.35| 04-03-2022 6.81
09-06-2021 6.02| 08-09-2021 6.19| 10-12-2021 6.37| 07-03-2022 6.89
10-06-2021 6.02| 09-09-2021 6.18| 13-12-2021 6.37| 08-03-2022 6.89
11-06-2021 6.01] 13-09-2021 6.19| 14-12-2021 6.36] 09-03-2022 6.84)
14-06-2021 6.00| 14-09-2021 6.20| 15-12-2021 6.36] 10-03-2022 6.81
15-06-2021 6.04| 15-09-2021 6.16] 16-12-2021 6.37| 11-03-2022 6.86)
16-06-2021 6.05| 16-09-2021 6.17| 17-12-2021 6.41| 14-03-2022 6.85
17-06-2021 6.02| 17-09-2021 6.17| 20-12-2021 6.44| 15-03-2022 6.82
18-06-2021 6.01| 20-09-2021 6.14| 21-12-2021 6.47| 16-03-2022 6.79
21-06-2021 6.03| 21-09-2021 6.12| 22-12-2021 6.46| 17-03-2022 6.78)
22-06-2021 6.03| 22-09-2021 6.14| 23-12-2021 6.46| 18-03-2022 0.00
23-06-2021 6.02| 23-09-2021 6.14| 24-12-2021 6.46| 21-03-2022 6.78
24-06-2021 6.01| 24-09-2021 6.18| 27-12-2021 6.46| 22-03-2022 6.83
25-06-2021 6.03| 27-09-2021 6.21| 28-12-2021 6.48| 23-03-2022 6.83
28-06-2021 6.06| 28-09-2021 6.23| 29-12-2021 6.46| 24-03-2022 6.83
29-06-2021 6.04| 29-09-2021 6.21| 30-12-2021 6.47| 25-03-2022 6.81
30-06-2021 6.05| 30-09-2021 6.22| 31-12-2021 6.45| 28-03-2022 6.84
01-07-2021 6.04| 01-10-2021 6.25| 03-01-2022 6.46| 29-03-2022 6.82
02-07-2021 6.07| 04-10-2021 6.25| 04-01-2022 6.52| 31-03-2022 6.84)
05-07-2021 6.09| 05-10-2021 6.26| 05-01-2022 6.51
06-07-2021 6.18| 06-10-2021 6.28| 06-01-2022 6.53
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Annexure-B

GUIARAT ELECTRICITY EEGULATORY COMAISSION, CANDHINAGAR

Draft Gujarat Electricity Regulatory Commission (Multi Year Tariff)

Regulatons, 2021
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GUITARAT ELECTRICITY EEGULATORY COMMISSION, CANDHINAGAR

364, Any expenditure incurred or projected to be incurmed on or after April 1, 2021, as may be admirted
by the Commission as addidonal capital expendinme for detenminaton of Tariff, and renovation
amd meoedermization expenditare for life extension, shall s senviced in the manmer specified in this
Regulation.

A7, Betarn on Equity

37.1. Betarn on equity shall be computed on the paid up equity capital detenmined in accordance with
Fegzalatdon 36 on the assets put tonse, for the Generating Company, Transmizsion Licenses, SLINC
and Dhisimibution Licenses s the case may be and shall be allowed subjected to a ceiling of 14%
for Generating Companies, incloding bydro generstion statons sbove 25 MW, Transmission
Licenses, SLIDWC and Dismbution Licenses:
Provided that Femm on Equity shall be allowed in two parts viz. Base Fetumn on Equity, and
Additional Fetum on Equity linked to actual perfornmance:
Provided further that Addidonal Feton on Equity shall be alloaed st time of tmuing up for
respective yesr based on achesl perforrmance substanfiated by dooomentary evidence, after
prudence check by the Commission:

Provided further that for the pupese of truing ap for the Generating Company, Transmdssion
Licenses, SLIC and Dhistribution Licensee returmn on egquity shall be allowed from the COD on
pro-rata basis based on doommentary evidence provided for the assets put to nse doring the year.

However, in case of nmltiple scheme: whereby the Cold of different scheme may be spread
throuwghowt the year, at the discretion of the Commission, Fetom on Equity shall b allowed on the
amount of allowed equity capital for the assets pat o use at the commenc ement of each financial
year and on 50% of equity capital portion of the allowsable capital cost for the investments put to
nse during the Snancial year.

Provided further that assets fandad by consumer conimbutions, capital subsidies{Zont. zrants shall
not form part of the capital base for the purpose of calcnlation of Betum on Equity.

372, The premiwm if any, raizsed by the Geperating Comipany or the Transmiszion Licenses or SLINC or
Drstmibntion Licensee while issuing share capital and imvestment of intemnal resources created omt
of free reserve, if any, shall alzo be reckenad as paid up capitsl for the purpess of conmyputing rehomn
on equity, provided such preminm amoant and intemmal resoarces are acteally walised for meeting
capital expendifure. and are within the ceiling of 30% of capital cost approved by the Commission.

373, Base Beum on Equity for the Generating Company, Transmission Licenses and SLDNC as the case
may ke, shall ke allowed on the equity capital detenmined in accordance with Begnlation 36 for
the assets put o wse, at the rate of 13 per cent per annum in Indism Bupee terms, and for Disimbutbon

Drafi CERC (Aol Year Tariff) Eegulations, 2021 Page 54 of 166
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GUIARAT ELECTRICITY EEGULATORY COMMISSION, CANDHINACAR

Licensea the baze Fetmm on Equity chall be allowed on the amount of equity capital determinad
in accordance with Fegnlaton 34§ for the assets put to nse at the rate of 135 per cent per anonom in
Indizn Pupee tarms :

374 The Bazs Feum on Equity zshall be computed in the folloaing mamnear:

2) Femnm at the allowable rate as per this Fepulation applied on the smount of equity capital
at the conmencement of the Year; plus

b} Femm at the sllowsable rate 3s per this Regulation, applied on 50 per cent of the aguify
capital porton of the allowable capital cost, for the investments put fo nse in Generation
Business or Transmission Business of Distribution Business or 3LDC, for such Year:

Pronrided that Bass Fetmn on Equity in respect of additions] capitalization after cuf-off date
and bevond the original scops excluding sdditons] capitalization due 1o Change in Law or
revised emission stanmdards, shall be computed at the weighted average rate of interest on
acmal lean portfiolio of the gensrading station o7 the Tansmission systam

Prowrided at the time of tae-up, Base Betum on Equity fo be calculated i accordsnce with
the proviso of 37.1 of this Fegulation.

375, Im case of & new project, the rate of Betum on Equity shall be reduced by 1.00%: for such penod as
may be decided by the Conumissicn, if the generating station o ransmission system is found to be
Miode Operaton (FAGAD) or Free Govemor Mode Operation (FGMO), data telemetry,
Commmication system up to load dispaich cenire or profeciion system based on the repomt
submitted by the SLIDHC.

376, In case of existing generating station, as and when swy of the requirements under Begulation 37.5
reduced by 1.00% per year at the ome of tue-up, for the peried for which the deficiency contimnes.

37.7. In case of a thermal zenerating Unit, with effect Hom Apnl 1, 2021, at the time of ttuwe-up:

{a) an addirtonal rate of Fetum on Egquity of 0.25% shall be allowed for every incremental ramp
rate of 0.10% per mipute achieved over and above the ramp rate of 1% per minute, subject o
ceiling of additional rate of Femm on Equity of 1004, for the year in which such ramp rate is
achiesved.

Provided that the additional rate of Fetwm on Equity shall be allowed on pro-rata basis for
mcrementsl ramp rate of more than 0.10%: per mine.

Drafi GERC (Afali Year Tariff) Regulations, 2021 Page 55 of 166
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GUIARAT EILECTRICITY EEGULATORY COMMISSION, CANDHINACGAR

372 Im case of Transmizsion Licenszee, an sddiions]l rate of Fenum on Equity chall be allowed on
Transmussion Availability, at tme of tuing up as per the following schednle:
{a) For every 0.50% over-achievement in Trapsmission Avwailability wp to Traosmission
Availability of 99.00%%: for AC System and 96 50% for HVDHC bi-pole Inks and HWVDHC back-
to-back stations, rate of refurm shall e increased by 0.50%%;

(b)) For every 0_25% gver-achisvement in Transmizsion Availability abowe 90 0034 for AC System
and 96 50% for HVIDIC bi-pole links and VD back-to-back statvons, rate of retorn shall be
incressed by 0_50%e, sobject to ceiling of additvona] rate of Betum on Equity of 1.080%%0;

Provided that the additional rate of Feturn on Equity shall be allowed on pro-rata basis for
incrementsl Availability higher than Target Avsilability:
Provided further that Target Availability for additional rate of Beturn on Equiry shall be as per
Feesulation 70.
37.9. In case of Distribution Wires Business, an additional rate of Return on Equity shall be allowed
on Wires Availability at the time of true-up as per the following schedule:

{a) The target Wires Availability for recovery of base mate of retum on equity shall be 95 percent
for Dismbntion Licensaes;
(b} For every 0.50% over-achievemsant in Wires Availability, rate of refurm shall be incressad by
025%., sulyject to ceiling of additionsl rate of Returm on Equity of 0. 50%;
{c) Wires Awailabiliry shall be computed in accordsnce with the following foromalas
Wires Awailability = (1- {SATIDT 7 87600) = 10:

Providad that the System Average Interruption Duration Index (SATDI) shall be calculated in
{Standards of Performance of Distribution Licensees, Period for Giving Supply and
Determination of Compensation) Fegulations, 20035, as amended from time to time.

37.10 In case of Fetail Supply Business, an additional rate of Feton on Equity shall be allowed at the
tme of mae-aap, & per the following schedule:
(a) If oversll collecion efficiency for the year is above 90 (% then rate of retomm shall be
increased by 05095
(b} If owerall collection effSciency for the year is balow: 90 0%, for every 0_50% improvement in

the overall collection efficiency, rate of renum shall e increased by 0.25%, subject o celling
of addittonal rate of Beum on Equity of 0. 50%.
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GUIARAT ELECTRICITY EEGULATORY COMMISSION, CANDHINACGAR

37.11.In case of SLIM an additonal rate of FEetom on Equity chall be allowred at the time of ttue-up,
as per the following schedule:

(3] The target Availability of SCADA System will e 8% and for every 1% over-achievement
in Availability, rate of renam shall be imcreased by 0.25%, subject to ceiling of additional rame
of et on Equty of 0.50%;

{b) The target Avazilability of Website Awvailability will be 958% and for every 1% over-
achievement in Avsilalmlity, rate of return shall be increased by 0.25%, subject to ceiling of
addirtonal rate of Femrm on Equity of 0. 50%a.

A8, Interest and finance charzes

38.1. The loans arrived at in the manner indicated m Pepnlation 36 on the assets put to use, shall he

considered as gross normative loan for caloulation of interest on loan:
Provided that interest and Snsnce charges on capital works in progress shall be excioded:

Provided farther that in case of de-capitalisation or retirement of replacement of assets, the loan
capital approved as mentioned abspve, shall be redoced to the extent of cutstanding loan component
of the cnginal cost of the de-capitalised or retived or replaced assets, based on donmentsry
evidenca.

382 The nommative loan outstanding as on Apml 1, 2021, shall be worked out by deducting the
cumulative repayment as admitted by the Commiscsion up fo March 31, 2021, fom the szmess
normEtive losmn.

38 3. The repayment for the year doring the Conired Perod from FY 2021-22 to FY 2025-24 shall be
desmed to be egual to the depreciation allowed for that year.

384 Notwithstanding any moratorium period availed by the Generating Company or the Transmission
Licenses or SLDC or the Dismbution Licensee as the case may be, the repayment of loan shall be
considered from the fivst year of commercial operation of the project and shall be egual to the
anmual depreciation allowed.

385 The rate of interest chall be the weighted average rate of mmterest calculated on the basis of the
armal losn portfolic at the beginning of each year applicaile to the Generating Company or the
Transmission Licenses or SLIDC or the Dristribution Licensee:

Provided that at the tme of mung ap, the weighted averape rate of interest caloulated on the basis
of the actal loan portfolio during the year applicable to the Gesnerating Company or the
Transmission Licenses or SLIDMT or the Dismibuton Licenses shall be considersd as the rawe of

interest
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HARYAMNA ELECTRICITY REGULATORY COMMISSION
BAYE 33-36, SECTOR - 4, PANCHEULA - 134112, HARYANA
Motificstion
The 3I1st Cotober, 2019
Regulation Mo. HERCME/2019: - The Haryana Electicity Hegulatony Commission, in
exercige of the powens conferred on it by sechon 181 of the Eleciricity Act 2003
(Act 36 aof 2003) and all other powers enabling it in this behall, afler previous
publication, hereby frames the following FRegulastions: -
EART - | PRELIMINARY
1. SHORT TITLE, COMMENCEMEMNT, EXTENT, AND INTERFRETATIOMN
1.1 These Regulapons shall be called the Hargana Elecincity Regulatory
Comimigsson | Tenms and Conditions for Determmenaton of Tanft for Generation,

Tranamesgion, Whesling and Distribution & Retsil Supply uwnder Muld Year
Tarfl Frarmessodk) Fegulations, Z019.

1.3 Thesse Regulstions shall come inbs loros with effect frem 18t Apel. 2020 and
shall., unless otherwessse direchsd Dy the Commession, remain o fonos up
Iat March, 3025 for the durabon of gecomd oonbrod pesrod.

1.3 These Regulabons shall extend to the whole of the Stae of Hangana.
£, SCOPE OF APPLE:ATICHN

21 Thease Fegulations shall be applicable to all existing and fubune Genaersting
Companies, Trangmession Loensees | SLDC and Distributon Licensess and
their successomsiassigneeas, i any, and shall apply where the Commession
delermineas; -

i} el for supply of elecincily by &8 gensrabng ocompany 0 a
digtnbution canges under sechon 62 and B4 ol e Aol

i} tanft for frastate ransmession of @elecincity by a ransmissson
licenses 0 a disinbubon Boenses of O Open BC0ESE OONSUMENS under
section 62 and B4 of e Act

i) Swete Load Despeich Centre (SLOC) fees and charges under secton
32(3) of the Act

i) tanfl for wheeling, disinbution & retail supply of electncity by a
distribution licenses under Section 62 and 64 of the Act

W)  tanft in all other cases where the Commizsssn hes the junsdiction Tor
tanfl detenmunabon; amnd

wi) Cross-subsidy Swrcharnge in sddibon @ the charges for whealing

Fage L of 128
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30%) of the onginal cost of e de-capitalissd or retred or replaced assel snd
the debtt capital approved as mentoned above, shall be reduced 1o e extant of
aciusl debht component, based on documentsry evidence, of the orginal cost of
the decapitaksed or retired or replaced assel

In case of Genersling Station or a ENsmMission system or distibubon sysbam,
wihech has completed ds useful BMe as on or afer 1.4 2020, the asccumulabed
depreciaion as on the complstion of the wuseful Me less cumulabve repayment of
laanm shall b= utilized for reduction of the equity and deprecation admissabis after
the completion of usedful e and the belsnos depreciabon. d any. shall be firsg
adjusted agenst the repavment of balance outstanding loanm and therseafter shall
be ubkred for reduction of equity.

20, RETURKM OMN EQUITY

20.1 The rate of returm on egqguity shall be decided by the Commission keeping
in wiew the incentives and penalites and on ihe basis of owerall
performance subject o a ceiling of 14% provided that the ROE shall not
be legs than the net amount of noentive and penalty.

2003 Foatuinm o equity shall be alowed on equily employed in Ssgels in wses

oonsdering the following and subpect i Repgulabon 201 abowve:

i Equity esmployved in esccordance with Fegulation 191 and 19.2 on asseig
{in use) commssionsd pror i the beginning of the year, plus

. RO of eqguety capital poion of the sBowable capital costl for the asasats
pull o use during the year

Frovsded that for the purposse o uing up, rewm on equity shall be
alowed from the OO0 on pro-rala basis besed on documentany evidencs
prossded for the assets pul o commencial opesrason during the year

Froveded funher that assets funded by consumer contibubons, capetal
subsidies/Zovt. grants shall mot fomm pan of the capilsl base for the
purpose of calculaton of Return on Equity

2003 Fstum on equity invested in work in progress shall be allowed from the
aciual date of commercial operation of the asgats.

204  There shal b= o Retun on Eguity for the equity component above
0%

Fase 55 of 1ZB
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(MULTI YEAR TARIFF) REGULATIONS, 1019

AMAHARASHTREA ELECTRICITY EEGULATORY COMATSSION

1 Short tutle, extent, appheabibity and commencement B
2 Definitioms 7
3 Scope of Regulahons i)
PART- A: GENERAL PRINCIPLES 24
4 Multi-Year Tanff Framework 24
5 Petitions to be filed m the Control Period 25
& Multi-Year Tanff Petifion 28
7 Specfic trajectory for cerfamm vamnables )
8 Mid-term Review 2
9 Controllable and uncontrollable factors 31
10 Mechanism for pass-through of gam= or losses on account of

uncontrollable factors 32
11 Mechami=m for shanng of gains or losses on account of controllable

factors 36
PART- B: PROCEDUERE FOE. DETEEMINATION OF TARIFF 36
12 Filing of Pethon for determination of Tanff 36
13 Determination of Generation Tanff 36
14 Detarmination of Tanff and Fees and Charges for Transmission,

Dhstnbuthon Wires Business, Fetal Supply Busmess, and MSILTHC 38
15 Tanff Crder 40
la Adherence to Tanff Order 44
17 Deviation from cealing tanff 41
PART C: POWER PROCUREMENT 42
18 Applicabality 42
19 Power procurement pidshines 42
20 FPower procurement plan 42
21 Approval of long-term 'medmm-term powrer purchase

agresment ATangemeant 45
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283 Im case of exising aszeis, the balance depreciable value as on Aprl 1, 2020, chall be
worked out by deducting the commlative depraciaton as sdmitted by the Coonmmission wp
o Mfarch 31, 2020, froon the gross depreciable valne of the sssers:

Provided that depreciston shall be chargesble fom the first yesr of compmercial
OPErATloI.

284 Im caseof projected commercizl operation of the assets for part of the year, depreciation
shall e computed based on the average of opening snd closing valne of assets.

285 Deprsciaiion shall be re-computed for sssets capimlised at the time of Troinz-op along
with the AMid-term Beview or at the end of the Control Perniod, based on docurmeniary
evidence of assets capimlised by the Peandoner, subject to the prudence check of the
Commuission, such that the depreciation is allowed proportionziely fom the daie of
capitalisation

286 The CGeperaiimgy Company or Licenses or ST shall submat the depreciaton
compuiations separataly for assets added upto ddarch 31, 2020 and ssseis added on oz
after April 1, 2030

.l ] Reiurn on Equity

201 Fetum on Equity for the Genersting Company, Trancmizzion Licensee, Diicoibution
Wires Business and BISLIMT shall be asllowed on the equity capital detenmined in
accordance with Fegulaton 27 for the assets put to use, at the rate of up o 155 per cemt
per annum in Indisn Fapes termes, and for the Femil Supply Business, Fetumm on Equoiry
shall be allowed on the amount of egoity capital determined in acoordance with
Bepulation 27 at the rate of up to 17 5 per cent per anmam in Indian Bupes terms:

Prowvided that Fetum on Equity shall be allowed in two parts viz. Base Feturn on Equty,
and Addidonal Fetrm on Equity linked to acmal pesformance:

Provided further that Addidonsl Fenmm on Equity shall be allowed at time of ang wp

for respective year based om achesl performance afier prodence check of the
-

282 Base BFemwm on Equity for the Gepsrating Company, Transmission Licensee
determined in accordance with Bepgulabion 27 for the assets put o use, at the rate of 14
per cenf per annum in Indian Bupes terms, and for the Fetail Supply Busineszs, Fetmm
on Equity shall be allowed on the amount of egquoity capital determined in accordsmce
with Blegnlation 27 at the rate of 15.5 per cenf per anmom in Indisn Fapes tarms:

MERC MY T Ragulatinns, I01% Page 60 0f 162
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Provided that in caze the Generation Company or Licensee or ARSI claims Befmm on

Eguity at a rate lower than the normative rate specified above for amy particolar vear,

Provided further that swch claim for lower Bienumn on Equity shall be allowesd subject 1o
the conditnon that the reduction in Femm on Equity shall be forezone permamenthy fior
that year and shall not be allowed fo e recouwpsd ot the mme of MMid-Term Beview o
tue-up 2= applicable.

28 3 The Base Behum on Equity chall ke compuied in the Sollowing mammer:

{a) Femm atf the allowable rate as per thiz Repulation, applied on the amoumnt of
equity capital at the commencerment of the Year; phas

{b) Eemm at the allowable rate as per this Fepulation, applied on 50 per cent of
the eguity capital porton of the allowable capital cost, for the imvesiments pu
to use in Generstion Business or Transmission Business or Dismibation
Business or MST.IV, for such Year:

dste beyvond the orizinal scope excluding additional capitalization due to Change in Law
or revised emission standands, shall be compuoted at the weighted sverage rate of infersst

294 Incase of a new project, the rate of Feturn on Equity shall be redwced by 1 0806 for sach
period &= may be decided by the Commission if the peneratiing stafion of Tenemmission
system is foumd o be declared under commercizl operstion withow commissioning of
amy of the Fesmicied Govermnmor Mode Operation (BAGMO) or Free Governor Mode
Operanon (FGAMO), data telemetry, conmmmication system up to load dispaich cenire or
protecton system based on the report submmitied by the STINC.

285 Im case of existing genersting staton, 4s and when oy of the requirements under
Bepulanon 29 4 are found lacking based on the report submitted by the SLIDC, rate of
Betum on Equity shall be reduced by 1.00%% =t the time of twe-up, for the period for
which the defScency continnes.

2885 In case of a thermal peneranng Unit, with effect from 1.4 2020, at the time of toe-up:

) an sdditonal rate of Benom on Egquoity of 0.25% chall e allowed for every
mcremenial ramp rate of 0.10% per minnte achieved over and above the
ramp rate of 1% per minnte subject to ceiling of addibonal rate of Betum
on Equity of 0.50%a, for the year in which such ramip rate is achiewed:

Byowided that the additional rate of Femm on Equity shall be allowed on
pro-rata basis for incremental ramp rate of more than 0 10% per mimite

MERC MY T Regulations, 2015 Page 61 of 162
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b} amn additonal rate of Fetmm on Equity shall be allowed as per the following
scheduls:
i 0.50%a for Uit that achieves Mean Time Between Failore (MTEBF)
of at least 45 d=ys;

0.75% for Uit that achieves Mean Time Between Faibore (MTEBF)
of at least B0 d=ys;

i 1. W% for TUinit that achieves Bfean Time Between Faibore (MMTHE)
of at least 120 days:

Provided that the MMean Time Between Failure (WMTEF) shall be compauied as
providad in Annexore-ITT o these Feagnlations:
in propordon o the instslled capacity of the generation staton, in case the tanst
is determined for the generation station 3 a whole.
207 In case of Transmission, an additionsal rate of Femon on Egoity shall be allowed on
Transmission Availability, at time of tuing op as per the following schedula:
a2) For every 0.50% over-achievement inm Tramsmission Awvailability up o
Tramesmizsion Availability of 90 _50%% for AC System and 9§ 50%: for HVIDC

bi-pole links and HWVDE back-to-back sitatons, rafte of menom shall be
mcreased by 0.75%;

B) For every 025% over-achievemeni in Transmussion Awailability above
00 5% for AC System and 9§ 50% for HVDC bi-pole links and HWVDWC
back-to-back stations, Taie of renen shall be increased by . 75%, subject to
celing of additional rate of Fetormn on Equity of 1_50%a;

Provided that the additional rate of Behon on Equity cshall be allowed om pro-

Provided further that Targe: Availability for additonal rate of Fetum on Equity

shall be as per Fepulation §0.

208 Incase of Dismbution Wires Business, an sdditions] rate of Benun on Equity shall be
allowed on Wires Availlability at the tme of ooe-up as per the following scheduls:

g) The target Wires Awvailability for recovery of base rate of relam on equity
chall be 95 parcent for MSEDCT. sand 98% for other Dhsimibotion Licensess;

B) Forevery 0.50% over-achievement in Wires Awvailability, rate of retorm shall
be incressed by 0.50%, subject to ceiling of additional rate of Femmm on
Equity of 1_50%4a;

BFRC MY T Esgnlations. 2015 Pags 6 of 162
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c] Wires Awailability shall be compuied n accordamce with the following
fomala:

Wires Availability = (1- (SATDT 7 87600) = 100:
Provwided that the System Average Infermupfion Duradon Index (SATDI)
chall be caloulated n accordanmce with the definiion specified in
Biaharsshira Elecmicity Fepulaiory Commission | Standands of Performsnce
Compencation) Begnlatons, 2014, as sreended from ame 1o foe.

2900 Incase of Betail Supply Business, an addifional rate of Benrn on Equity shall be allowed

at the tme of Tue—up, as per the following schednla:
) If the percentage of assesced bills iz bess than 1. 5% of the tom] oomber of

bills izmned during the year, then rate of retim shall be ncreased by 1%a;

b)) I the percentage of assessed bills is more than 1.5% of the wotal monber of
bills issued during the year, for every 0.5% reducton in the percentags of
assessed hilling rate of retorn shall be mcreased by 0.25%, subject to ceiling
of additional rate of Fetmn on Equity of 1.00%.

c) IEoverall collection efficiency for the year is above 0 %5, then rate of retimn
chall be increased by 1%a;

d) If owerall collection efficency for the vear is below 99 %4, for every 0.5%
mprovement n the overall collecoon efficency, rate of retomn shall be
mereased by .25%, subject to ceiling of additional rate of Beium on Eqoity
of 1%,

30 Interest on loam

30.1 The losns armived at in the mesnner indicated in Fepulaton 27 on the assets pot to wse
shall be considered as gross normative loan for caloulation of inferest on loan:
Provided that in case of retitement or replacement or de-capitalisaton of assefs, the loan

capital approwved as mentioned above, shall be reduced o the extent of ouistanding loan.
component of the onigimnal cost of such asseis based on doommentary evidence.

302 The nomative loan onctanding as on April 1, 2020, shall be worked out by deducting
the commilative repayment as sdmitted by the Conoundssion up o MMarch 31, 2020, from
the pross normative loan.

303 The loan repayment during each year of the Comivol Penod from FY 2020-21 o FY
224-25 shall be deemed to e aqual to the depreciaton allowed for that year.

BFRC MY T Esgulations, 201% Page 63 of 162
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B4 _ IR WEE JWEEET TAS, 23 fiemw, 2019 $o

i1. Return on Equity -

22,1 Returm on equity shall be computed in Rs. terms on equity baseat the rate of 14.5% post-tax per annum
for the Transmizsion Licenseeand at the rate of 15% post-tax per annum for Distribution Licenses
reapectively as determinedin aceordance with Regulation 20:

Provided that assets funded by Consumer Contribution / Deposit works, Capital Subsidies /- Grants
and corresponding Depreciation shall not form part of the Capital Cost, Actuad Equity infused by the
Licenses az per book value shall be considered and shall be wsed for computstion in these
Begulations. '

23, Interest on Long- Term Loan

23.1 The long- term loans arrived at in the manner indicated in these Regulations on the assets put to usa
shall be considersd a= gross normative loan for calculation of inferest on loan:

Frovided that s case of retirement or replacement or de-capitalisation of assets, the loan capital
approved as mentioned above, shall be reduced fo the extent of outstanding loan mmp-cmcnt of the
original cost of such assets based on documentary evidence,

2312 The normative loag- term loan sulslanding as on April 1, 2020, shall be worked owt by deducting the
cumulative repayment as admitted by the Commizsion uwp e March 31, 2020, from the gross
normative loan, .

233 The repayment for cach vear shall be deemed 1o be equal 1o the Deprecistion alkowed for that vear,

234 H::ntwrﬂmand.mg any maratorium period availed, the repayment of lean shall be considered me the
first year of commercial operation of the asset,

23.5 The rate of interest shall be the weighted averape rate of interest computed on the basis of the actual
long- term loan portfelio at the beginning of each year:

Provided that at the time of Truing- Up, the weighted average rate of mmterest of the actual long- term
loan portfolio during the concerned vear shall be considered as the rate of interest:

Provided further that if there is no actual long- term loan for a particular year kol normative loan is

still, ouistanding, the last availsble weighted average rate of interest for actual loan shall be
considerad:

Provided also that if the Licensee, does not have actual long- term loan even in the past, the weighted
average rate of interest of its other Businesses regulated by the Commission shall be considered:

Frovided also that if the Licenses doez not have aciual long- ferm loan, and i3 cither Businesses
reguiated by the Commission alse do not have actual loan even in the past, then the weighted emzﬂ,-p;c
ratz of interest of the entity as 2 whole shall ke considered: -

Provided also that if the entity as a whole does not have actusl long-term loan becaose of which
interest rate s not available, then the rate of interest for the purpose of allowing the interest on the

normative long- term loanshould be the weighted average SBl MCLRE {1 Yeoar) prevailing during the
concerned year,

23.6 The interest on long- term loan shall be computed on the normative average long- term loan of the year
by applying the weighted average rate of interest:

Prowided that af the time of Treing-Up, the nommative average loan of the concermed wear
shall be considersd on the basis’ of the actual assel capitalisation approved by the Commission for the
year. '
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FEN TR WWERY TerE, 23 femw, a01a do ' &5

237 The excess interest during construction on ascount of time andfor cost everrun as compared to the
ipproved completion schedule and capital cost or on account of mocess drawal of the debd funds
dizproporiionate o the actoal requirement based on Scheme completion status, shall be allowed or
dizallowed partly or fully on & case to case basis, after prudence check by the Commission:

Provided that where the excess interest during construction is on account of delay attributable to an
agency of cantracior or supplicr engaged by the Licensee, any liquidated damages recovered from
such agency or contractor or supplier shall be taken imo acconnt for computation of capital cost:

" Provided further that the extent of liquidated damiges 1o be considered shall depend on the amount of
excess interest during construction that has been allowed by the Commission.

24. Hedging Cost of Foreign Exchange Rate Variation (FERY)
24.1 The Licensee may hedge foreign exchange exposure in respect of the interest on foreign currency loan
and repayment ::n[’i'i:-rcign loan acquired, in part or in full in the dissretion of the Licensee.

242 Every Licenses shall rocover the cost of hedging of FERV corresponding to the normative foreign I:|I:|:|1:
in the relevant year on year-to-year basis as expense in the period in which it arises.

15. Inierest on Working Capital
25.1 Transmission

{a}  Theworking capital requimement of the Transmizsion Licenses shall cover:
(i}  Operation and maintenance expenses for ane month;
(i) Mnintenance sparos at 40% of the B&M expenscs for two months; and

{iii) One and a hall monthe quivalent of the expected revenue fmm transmission charges at
the prevailing Tanff .

minus
vl Amountheld as security deposits, if any, from Transmission System Users:

Provided further that for the purpose of Truing- Up for any vear, the working capital
requirement shall be re-computed on the basis of the values of components of working eapital
approved by the"Commission in the Truing- Up;

(&) Rate of interest on working capital shall be simple interest and shall be equal‘to the SBI MCLR
(1 Year) on Cctober 01, 2019 plus 250 basis points:

Provided that for the purpase of Truing- Up for any year, simple interest on working capital
shall be allowed at a rate equal to the weighted average SBI MCLR (1 Year) prevailing during
the concerned Year plus 250 basis points.

25.2 Distribution Business
(2}  The working capital requirement of the Distribution Business shall coves:
{1} Operation and maintznance expenses for one month;
{iiy  Maintenance spares at 40% of the R&M expenses for two months; and

(i) One and half month equivalent of the expected revenue from charges for use of
[hstraibution system &t the prevailing Tariff (excluding Electricity Duty);
minus )

(iv)  Amount held as security deposits from Distribution System Ulsers:

A 4 :!Fﬂ-p Ia ""?-ﬂ'
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2. MARGIN FOR RATE OF INTEREST

PROVISIONS IN DRAFT DERC BUSINESS PLAN REGULATIONS, 2023
“5. MARGIN FOR RATE OF INTEREST ON LOAN:

The Rate of Interest on Loan for a Financial Year shall be Marginal Cost of Fund based
Lending Rate (MCLR) of SBI as on 1° April of that Financial Year plus the Margin. The
Margin, in terms of Regulation 4(2) of the DERC (Terms and Conditions for
Determination of Tariff) Regulations, 2017 for the Generating Entity, is allowed as the
difference between the Weighted Average Rate of Interest on Actual Loan Portfolio and
the MCLR as on 1°t April of that Financial Year:

Provided that Weighted average rate of interest for any Financial year shall
include the interest paid and all Bank Charges, Syndication Fee and other Charges paid
during that year for raising and maintaining of the respective loans.

Provided that Margin shall not exceed 2.75%, 2.00% and 1.25% for the first,
second and third year of the Control Period, respectively:

Provided further also that the Rate of Interest on Loan (MCLR plus Margin) in any

case shall not exceed approved Base Rate of Return on Equity.

14. MARGIN FOR RATE OF INTEREST ON LOAN:

The Rate of Interest on Loan for a Financial Year shall be Marginal Cost of Fund based
Lending Rate (MCLR) of SBI as on 1°t April of that Financial Year plus the Margin. The
Margin, in terms of Regulation 4(2) of the DERC (Terms and Conditions for Determination
of Tariff) Regulations, 2017 for the Transmission Licensee, is allowed as the difference
between the Weighted Average Rate of Interest on Actual Loan Portfolio and the MCLR
as on 1° April of that Financial Year:

Provided that Weighted average rate of interest for any Financial year shall
include the interest paid and all Bank Charges, Syndication Fee and other Charges paid
during that year for raising and maintaining of the respective loans.

Provided that Margin shall not exceed 2.75%, 2.00% and 1.25% for the first,

second and third year of the control period, respectively:

Provided further also that the Rate of Interest on Loan (MCLR plus Margin) in any

case shall not exceed approved Base Rate of Return on Equity.
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22. MARGIN FOR RATE OF INTEREST ON LOAN:

(1) The Rate of Interest on Loan for a Financial Year shall be Marginal Cost of Fund based
Lending Rate (MCLR) of SBI as on 1t April of that financial year plus the Margin. The
Margin, in terms of Regulation 4(2) of the DERC (Terms and Conditions for Determination
of Tariff) Regulations, 2017 towards capitalisation of Assets, Working Capital and
Regulatory Assets for Distribution Licensee, is allowed as the difference between the
Weighted Average Rate of Interest on Actual Loan Portfolio and the MCLR as on 1° April
of that Financial Year:

Provided that Weighted average rate of interest for any Financial year shall
include the interest paid and all Bank Charges, Syndication Fee and other Charges paid
during that year for raising and maintaining of the respective loans.

Provided that the Margin shall not exceed 2.75%, 2.00% and 1.25% for the first,
second and third year of the control period, respectively:

Provided further also that the Rate of Interest on Loan (MCLR plus Margin) in any
case shall not exceed approved Base Rate of Return on Equity.

(2) The Distribution Licensee shall follow transparent mechanism to avail Loans and, to the
extent possible, shall invite open tender for availing Loans.”

EXPLANATORY NOTES

(24) The unbundling of the Electricity Sector in India saw a large number private players enter
Generation. Transmission remained almost entirely in the hands of the State, while Delhi
— privatised their Distribution and provided them with margin on interest on loan due to
the risk involved in the business. Later on in DERC MYT Regulations, 2007 & DERC MYT
Regulations, 2011 and DERC (Business Plan) Regulations, 2017 & DERC (Business Plan)
Regulations, 2019 rationalization of Interest on Loan was done considering the market
condition and stability of Power companies.

(25) Power Utilities under various SERCs have been examined in this regard for rate of interest

on loan and comparison of the same is as follows:
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Table 7: interest Rate on loan of Power Utilities under VARIOUS SERCS

. . ) .. Maharashtra Uttar Pradesh Ll Delhi
Gujarat Electricity | Gujarat Electricity . . . . Pradesh . .
Regulat Reulat Electricity Electricity Electricit Electricity
eeu .a o.ry een .a o.ry Regulatory Regulatory ectricity Regulatory
Commission Commission . . . . Regulatory . .
Commission Commission .. Commission
Commission
Noida power Madhva Pradesh
adhya Prades
Torrent power limited-| ’Ijorren.t p(.)wef ) o company limited 7 .
Weighted |  distribution (Surat) limited-distribution | Adani electricity (NPCL) Kshetra Vitaran
istribution (Sura
Aelg e (Ahmedabad) Company
verage ) .
MERC Mult Limited True-
rate of | Tariff order truing up . | Approval of ARR and rueup
Truing up for FY | order for AEML-D . FY 2019-20
interest for FY 2020-21 and Tariff for FY 2021- )
- . 2020-21 and for FY 2020-21 to Retail Supply
Determination of Tariff o 22,ARR of FY 2020- .
for FY 2022-23 Determination of FY 2024-25 Tariff Order FY
or - .
Tariff for FY 2022-23 2hand Trieupof | 5051 9
FY2019-20
East DISCOM BRPL
7.56% 12.29%
West DISCOM BYPL
7.94% 7.84% 9.05% 9.91%
8.75% 12.41%
Central DISCOM | ~ TPDDL
6.07% 8.49%

(26) From above table, it could be seen that the Weighted Average rate of interest in Power

Utilities of other SERCs ranges between 8% to 10%.

(27)

(28)

(29)

The rate of interest on loan for a financial year shall be Marginal Cost of Fund based
Lending Rate (MCLR) of SBI as on 1%t April of that financial year plus the Margin. The
Margin is allowed as the difference between the weighted average rate of interest on
actual loan portfolio and the MCLR as on 1%t April of that financial year. It is observed that
DISCOMS are now stabilized and their profitability and credit rating have improved
considerably as compared to past period. Further, Debt market has become borrower
friendly and loans have become cheaper. Now DISCOMs have to take initiative, be
competitive and reduce their interest burden on loan. Hence, rationalization of interest
on loan is required.

Accordingly, it is proposed that Interest on Loan shall be the 1 year SBI MCLR on 1st April
of every Financial year plus Margin. The Margin shall not exceed 2.75% for FY 2023-24,
2.00% for FY 2024-25 and 1.25% for FY 2025-26 for the first, second and third year of the
Next Control Period.

The Margin has been reduced by 0.75% from FY 2023-24 to FY 2025-26 which is the same

reduction rate followed in the Control Period governed by DERC (Business Plan)
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Regulations, 2019. The Interest rate of Loan shall be the lower of Actual Rate or SBI MCLR
+ Margin, as stipulated above. Further, Base Rate of RoE (10%) shall be the capping for

Interest Rate of Loan.

3. INFLATIONARY GROWTH RATE

Commission has considered the Inflationary Growth Rate of 3.23% for the next Control Period
(FY 2023-24 to FY 2025-26).

EXPLANATORY NOTES

(30)

In order to compute the Inflationary Growth Rate, Commission has computed the
Inflationary Growth Rate by assigning weightage of 60:40 to WPI and CPI for last five
years’ data for actual CPl and WPI. CPlI and WPI has been considered for “All

commodities”.

(31) Itis found that the percentage growth in WPl in FY 2021-22 is very high and as per media
reports, it is highest in last 30 years mainly due to rise in prices of crude petroleum &
natural gas, mineral oils, basic metals owing to disruption in the global supply chain
caused by Russia-Ukraine conflict.
(https://www.newindianexpress.com/business/2022/apr/19/wholesale-price-inflation-
30-yr-high-in-2021-22-2443594.html). Due to abnormal inflation in FY 2021-22, average
of percentage growth of FY 2016-17 to FY 2020-21 is considered.

(32) The detailed computation of Inflationary Growth Rate computation is as follows:

Table 8: Inflationary Growth Rate Computation
Year WPI Percentage CPI Percentage
for all commodities Growth for all commodities Growth
2015-16 109.7 124.68
2016-17 111.60 1.73% 130.33 4.52%
2017-18 114.90 2.96% 135.00 3.59%
2018-19 119.80 4.26% 139.61 3.41%
2019-20 121.80 1.67% 146.27 4.77%
2020-21 123.40 1.31% 155.28 6.16%
2021-22%* 139.40 12.97% 163.83 5.51%
Average 2.39% 4.49%
Inflationary Growth Rate = (2.39%*60%+4.49%*40%)= 3.23%

* Not considered in computation

Source: MOSPI & Office of Economic Advisor
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4. EFFICIENCY FACTOR

The Commission has considered the efficiency factor of 2% for the next Control Period (FY
2023-24 to FY 2025-26).

EXPLANATORY NOTES

(33)

(34)

(35)

(36)

Efficiency in DISCOMs: Due to technological advancement like Smart metering and IT

schemes, it has been judicially felt that efficiency in O&M expenses will be attained due
to reduction in expenses related to meter reading, bill despatch, etc. Further, smart
meters will also increase the collection and definitely provide check and monitor on
pilferage of energy in the system. Thereby, efficiency factor of 2% has been considered.

Efficiency in Transmission sector: Recent advancement in GIS substations and compact

substations, along with advance solutions for preventive and live Repair & Maintenance
of the Transmission system, it has been judicially felt that efficiency in O&M expenses will
be attained. Thereby, efficiency factor of 2% has been considered.

Efficiency in Generation sector: In recent years, Commission had approved multiple

CAPEX schemes for the Generating Plants which focus on improvement in O&M of the
plants. In view of this, it has been judicially felt that efficiency in O&M expenses will be
attained. Thereby, efficiency factor of 2% has been considered.

Further, Hon’ble APTEL, in it’s Appeal No. Appeal No. 52 of 2008 in its judgement dated
31/05/2011 has upheld the concept of Efficiency Factor in O&M expenses in the case of
TPDDL, as follows:

“60. The last issue is erroneous computation of efficiency factor.

64. Since O&M expenses of the Appellant were compared with the similar urban distribution
companies in other States, the Commission found the expenses of the Appellant were on the
higher side and therefore MYT Regulations were framed to bring the requisite efficiency in
the system. According to the Commission, the Commission is of the opinion that O &M
expenses trajectory for the Control Period shall be decided on the basis of annual efficiency

improvement factor and as such O&M cost of the Appellant is on the higher side....

65. In view of the above reasoning’s, the State Commission was constrained from allowing
them to continue to operate in such a manner and pass on the higher costs to the consumers.

The increase in the O&M cost is supplemented by the increase in the efficiency level and
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cost of saving/cost of reductions/other economies being available to the Appellant.

Therefore, there is no merit in this contention raised by the Appellant.

66. The Learned Counsel for the Appellant has relied on the findings of the Tribunal in its
judgment dated 29.9.2010 in Appeal No. 28 of 2008 in the matter of Delhi Transco Ltd. vs.
DERC and Others wherein in paragraph 25 of the judgment the Tribunal set aside the order
of the State Commission in respect of efficiency factor for Delhi Transco decided by the State
Commission on ad-hoc basis without any benchmarking or any analysis and identification of
area of efficiency. However, in the present case the State Commission has compared the
O&M expenses of the Appellant with other utilities and given a reasoned order. Thus the
findings of the Tribunal in Appeal No. 28 of 2008 will not apply to the present case.

Accordingly, this issue is answered as against the Appellant.”

C. GENERATING ENTITY

5. OPERATION AND MAINTENANCE EXPENSES

PROVISIONS IN DRAFT DERC BUSINESS PLAN REGULATIONS, 2023
“6. OPERATION AND MAINTENANCE EXPENSES

(1) Tentative Operation and Maintenance Expenses for the Control Period, after considering

Inflationary growth rate of 3.23% and efficiency factor of 2%, for the Generating Entities
shall be as follows :

Table 1: O&M Expenses (Rs. Crore)

Station FY 2023-24| FY 2024-25 FY 2025-26
Gas Turbine Power Station (GTPS)* 28.70 29.04 29.37
Pragati Power Station (PPS-1) 67.43 68.22 69.01

* For 90 MW (As per Commission’s Order dated 24/03/2021)

(2) The impact of actual implementation of Seventh Pay Revision and Interim Relief has been
considered in above tabulated normative O&M Expenses.

(3) The O&M expenses shall be allowed during True-up after considering the actual O&M
expenses subject to Prudence Check which will be lower of Actual or above tabulated
Normative O&M expenses.

Provided that Actual O&M Expenses shall be allowed for 120 MW of GTPS operating in
Synchronous Condenser Mode, as mandated in Order dtd. 24/03/2021.

(4) Additional Repair & Maintenance expenses on account of Dry Low NOx (DLN) burners and
Sewage Treatment Plant (STP), if any, shall be allowed on actual basis during the Control
Period after prudence check at the time of True Up on submission of documentary
evidence since the said expenses have not been considered in above tabulated normative
O&M expenses.”
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EXPLANATORY NOTES
(37)

PPCL & IPGCL have submitted that:

i. The Normative O&M expenses as per DERC (Business Plan) Regulations, 2017 and

DERC (Business Plan) Regulations, 2019 for the Generating Entity were allowed as

under:

Table 9: Normative O&M Expenses (Rs. Lakh/MW)

Generating Station FY 2017-18 | FY 2018-19 | FY 2019-20 | FY 2020-21 | FY 2021-22 | FY 2022-23
Pragati Power
Station | (PPS-I) 17.69 18.68 19.73 23.02 23.90 24.82
Gas Turbine Power
29. 1.32 . 29.4 . 1.7
Station (GTPS) 9.66 31.3 33.08 9.45 30.58 31.75

ii. PPCL & IPGCL further submitted that there is a significant impact on the actual O&M

expenses allowed since FY 2017-18 on account of the introduction of Goods & Service

Tax (GST), significant increase in the minimum wages rate of labor by the Central &

State Governments and implementation of Seventh Pay Commission, which need to

be considered.

iii. They have also proposed the O&M expenses of the next Control period considering

the Inflationary Growth Rate of 3.83% on the O&M norm of FY 2022-23. The

submission is as follows:

Table 10: Proposed O&M Expenses (Rs. Lakh/MW)

Generating Station FY 2023-24 | FY 2024-25 | FY 2025-26 | FY 2026-27 | FY 2027-28
Pragati Power Station | 25.77 26.76 27.78 28.85 29.95
(PPS-I)

Gas Turbine Power Station
(GTPS) 32.96 34.21 35.51 36.86 38.26

(38) As per Clause 93 of the DERC (Terms and Conditions for Determination of Tariff)

Regulations, 2017, normative Operation and Maintenance expenses shall be derived on

the basis of audited O&M expenses for last 5 completed Financial years.

(39)

In line with the above-mentioned clause, the Commission has analysed the available

Audited Financial Statements and Cost Audit Report of FY 2015-16 to FY 2019-20

submitted by the Generation Companies in order to determine the actual O&M expense

of the Plant, since the Accounts of FY 2020-21 and FY 2021-22 of IPGCL and PPCL are

unaudited. Since both the Generation Companies (IPGCL & PPCL) had two generating

plants out of which only one plant is supplying power to Delhi while other Plant is either
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(40)

(41)

(42)

shut down or supplying power to other State also. In order to arrive the concerned plants
(GTPS and PPS-1) related O&M expenses along with the appropriate share in Head Quarter
O&M expenses, the Commission has adopted the Cost Audit Report of the Generating
Companies to determine the actual O&M expenses.

The Commission in DERC (Business Plan) Regulation, 2019 has indicated Additional Repair
& Maintenance expenses and arrears of Seventh Pay Commission as a separate item over
and above the normative O&M expenses. The relevant clause is as follows:

“(2) Additional Repair & Maintenance expenses on account of Dry Low NOx (DLN)
burners and Sewage Treatment Plant (STP), if any, shall be allowed on actual basis
during the Control Period after prudence check at the time of True Up on submission of
documentary evidence.

(3) The impact of difference of amount on account of actual implementation of
Seventh Pay Revision and Interim Relief already considered for determination of norms
for O&M Expenses, if any, shall be allowed separately in line with the methology adopted
for computation of norms for O&M Expenses, at the time of True up of ARR for relevant
Financial year subject to prudence check.”

Accordingly, Power Plants have submitted the details of arrears due to Seventh Pay
Commission, and expenses for Special R&M during the True-up Petition of respective
years. The Commission after prudence check allowed the same to the Power Plants over
and above the normative O&M expenses.

It is observed that the actual O&M expenses are lower than the Normative O&M
expenses, considering the same Commission is of the view that instead of allowing O&M

expenses on per MW basis, it should be on absolute terms i.e., in Rupees Crore.

Employee Expenses

(43)

(44)

During the prudence check, it is observed that Power Plants have made the payment of
Seventh Pay Commission arrears and LSC, PC and EPF Contribution in FY 2019-20, and the
total payment was booked in FY 2019-20 accounts. Since the Power Plants have paid the
arrears in complete and made necessary accounting for the same in their books of
accounts, it is considered that there is no further need for separate items i.e., arrears of
Seventh Pay Commission over and above normative Employee expenses.

Further, the Commission sought a detailed year-wise breakup of arrears of LSC, PC and
EPF Contributions from Power Plants and reallocated the arrears into the respective year

to compute the actual Employee expenses of the Plant during the respective years.
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Administrative & General (A&G) Expenses
(45) While arriving out the actual Administrative & General (A&G) Expenses, the Commission

has not considered the expenditure incurred on account of Legal expenses.

Repair & Maintenance (R&M) Expenses
(46) In case of PPS-1, Commission in past True-up Tariff Orders had allowed Special R&M

expenses, STP Expenses and expenses for DLN Burner which are allowed to the Power

Plant over and above the normative R&M expenses of the respective year after Prudence

check.

(47) In order to derive the actual routine R&M expenses, the additional expenses allowed as

Special R&M expenses, STP Expenses and expenses for DLN Burner have been excluded

from the R&M expenses booked by the Power Plant.

(48) Accordingly, the absolute O&M expenses of the plants have been computed as follows:

The actual expenditure incurred by Generating Plants on Employee expenses
from FY 2015-16 to FY 2019-20 as explained in above paras;

Administrative & General expenses and Repair & Maintenance expenses from FY
2015-16 to FY 2019-20 was derived after excluding non-allowable and non-
routine expenses following the above-mentioned principles.

In order to arrive at the respective expenses for FY 2020-21, the Commission has
considered the minimum of the average of the actual cost of FY 2015-16 to FY
2019-20 as derived above escalated thrice by the Inflationary Growth Rate of
3.23% (as explained in Point-3) or the actual value of cost for FY 2019-20
multiplied by Inflationary Growth Rate once. The cost thus arrived for FY 2020-
21 is escalated by the Inflationary Growth Rate of 3.23% and discounted by an
efficiency factor of 2% for subsequent years. The allowed O&M expenses were
the sum of three expenses, namely Employee Expenses, Administrative &
General Expense and Repair & Maintenance Expenses arrived after above-

mentioned method.

(49) Commission vide its Order dated 24/03/2021 approved Life extension of GTPS Plant and

operation beyond March 2021. In the order, Commission allowed GTPS additional Life

Extension of 10 years to the Plant with 90 MW (Base Load Capacity) and 120 MW

(Synchronous Mode Operation). The Commission in Para 74 of the Order, allowed O&M
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expenses w.r.t 90 MW only, in line with the Order, Commission approved the O&M
expenses for the GTPS considering the Plant capacity as 90 MW.

(50) The Commission in Para 80 of the Order dated 24/03/2021 directed GTPS to prepare
separate accounting for this 120 MW (Synchronous Mode Operation) and only actual
O&M expenses based on statutory auditor certificate subject to prudence check shall be

allowed annually in respective year True up Order.

6. CAPITAL INVESTMENT PLAN

PROVISIONS IN DRAFT DERC BUSINESS PLAN REGULATIONS, 2023
“7. CAPITAL INVESTMENT PLAN:

(1) The tentative Capital Investment plan for the Generation Entity for FY 2023-24 to FY
2025-26 is as follows:

Table 2: Capital Investment plan (Rs. Crore)

Sr. No. Plant FY 2023-24| FY 2024-25| FY 2025-26
1. Gas Turbine Power Station (GTPS) 0 0 0
2. Pragati Power Station (PPS-I) 3.00 2.10 0

(2) The Capital investment and the respective scheduled date of commissioning,
submitted by the Generating Entity in the Annual Tariff Petition, shall form the basis
for computation of Annual Fixed Cost in terms of Regulation 99 of the DERC (Terms
and Conditions for Determination of Tariff) Regulations, 2017 :

Provided that any improvement in operational parameters resulting from
commissioning of the scheme due to any Additional Capital Investment in existing
generating stations shall form the basis for computing the Energy Charge Rate, from
the scheduled date of commissioning of the respective schemes, in terms of
Regulation 103 of the DERC (Terms and Conditions for Determination of Tariff)
Regulations, 2017.

(3) Capital cost shall be trued up annually and financial impact on account of variation in
projected capital cost in the tariff order vis-a-vis actual capital cost and scheduled date
of commissioning vis-a-vis actual date of commissioning shall be dealt as per the
provisions of Regulations 61, 62 and 150 of the DERC (Terms and Conditions for

Determination of Tariff) Regulations, 2017.”
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EXPLANATORY NOTE
PPCL

(51) The tentative capital investment plan for PPCL (330 MW Pragati Power Station-1) for
FY 2023-24 to FY 2025-26 is as follows:

Sr.No Description FY2023-24 FY2024-25 FY2025-26
1. | Compressor Rotor with IGV 3.0 - -
2. | Installation of VFD in HPBFP - 2.1 -
(Trunkey excluding civil)

(52) Based on the submission of PPCL to allow the spill over of already approved capex scheme
for Compressor Rotor with IGV the above mentioned capital investment is considered.

IPGCL

(53) The Commission vide its Order dated 24/03/2021 accorded in-principal approval for life
extension of GTPS plant for further 10 years. Further, the Commission has Ordered no
further additional CAPEX to IPGCL during the extended life of 10 years of GTPS. The
relevant extracts of the Order dated 24/03/2021 is as under:

“Summary of Order:

83. Considering the GTPS under Islanding Scheme, Black Start facility, suggestions of Delhi SLDC,

which is the apex body to ensure integrated operation of the power system in Delhi & ensure

Grid Security as per Section 32 of the Electricity Act 2003, its competitive Energy Charge Rate
(ECR) for APM gas, the following is allowed for GTPS Plant;

a) ‘In-principle’ approval for Life Extension of 10 years beyond March 2021:
i) 90 MW (Base Load Capacity) funded through CAPEX; and

ii) 120 MW (Synchronous Mode Operation) to be funded through PSDF subject to
provisions of DERC (Power System Development Fund) Regulations, 2019.

b) IPGCL to declare availability for 90 MW of GTPS only on Administered Pricing Mechanism
(APM) gas or cheaper gas than APM Gas used by the Generating Station, if any.

¢) 90 MW GTPS Power is allocated to all Delhi DISCOMs (NDMC, BRPL, BYPL & TPDDL). The same
Percentage allocation is valid for operation of 120 MW (4 GTs of 30MW each) on synchronous
mode of operation.

d) Since, existing PPA of GTPS is expiring in March 2021, therefore, new PPA shall be entered
with all Delhi DISCOMs (NDMC, BRPL, BYPL & TPDDL) for 90 MW (Generation Mode) and 120
MW (Synchronous Mode of Operation).

Friday, 13 January 2023 Page 41 of 75



Explanatory Memorandum
Draft Delhi Electricity Regulatory Commission Business Plan Regulations, 2023

e) No further additional CAPEX shall be allowed to IPGCL during the extended life of 10 years of

GTPS.”

(54) Accordingly, no capitalisation is considered for IPGCL.

7. NORMATIVE ANNUAL PLANT AVAILABILITY FACTOR (NAPAF)

PROVISIONS IN DRAFT DERC BUSINESS PLAN REGULATIONS, 2023

“8(1). Normative Annual Plant Availability Factor and Normative Annual Plant Load
Factor for existing generating stations of Delhi shall be as follows:
Table 3: Normative Availability and Load Factor

Generatina Station Normative Annual Plant Normative Annual Plant
9 Availability Factor (NAPAF) Load Factor (NAPLF)
Gas Turbine Power Station o 0
(GTPS) 85% 85%
Pragati Power Station (PPS-1) 90% 85%

”

EXPLANATORY NOTE

(55) PPCL & IPGCL has submitted that the actual Availability of the stations in the last 5 years

is as follows:

Table 11: Plant-wise Availability

Generating Station FY 2017-18 | FY 2018-19 | FY 2019-20 | FY 2020-21 | FY 2021-22
Z;Ia)gj;' Power Sigtion | 92.64% 88.36% 96.95% | 92.03% 93.83%
f;Tsstl;rb'”e Power Station | g3 579, 81.29% 86.46% | 87.21% 52.52%

(56) PPCL and IPGCL submitted to consider the NAPAF of 85% for PPS-I and GTPS for the next

Control Period.

(57)

Based on the actual availability in the last 5 years as per the above table, it is clear that

PPS-1 has NAPAF more than the norms prescribed by the Commission, while GTPS is

unable to meet the norms. In view of the above, the Commission has considered NAPAF

as 85% for GTPS and 90% for PPS-I for the next Control Period (FY 2023-24 to FY 2025-26).

8. NORMATIVE ANNUAL PLANT LOAD FACTOR (NAPLF)

PROVISIONS IN DRAFT DERC BUSINESS PLAN REGULATIONS, 2023

“8(1). Normative Annual Plant Availability Factor and Normative Annual Plant Load
Factor for existing generating stations of Delhi shall be as follows:
Table 3: Normative Availability and Load Factor
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Normative Annual Plant Normative Annual
Generating Station Availability Factor Plant Load Factor
(NAPAF) (NAPLF)
Gas Turbine Power Station 85% 85%
(GTPS)
Pragati Power Station (PPS-1) 90% 85%
EXPLANATORY NOTE
(58) PPCL & IPGCL has submitted that the actual PLF of the stations in the last 5 years is as
follows:
Table 12: Plant-wise Load Factor
Generating Station FY 2017-18 FY 2018-19 | FY 2019-20 | FY 2020-21 | FY 2021-22
P iP ion |
(gsgj;' ower Station 67.63% 52.43% | 52.76% | 53.11% | 52.70%
Gas Turbine Power 24.48% 2535% | 21.15% | 19.39% | 26.34%
Station (GTPS)

(59) PPCL and IPGCL submitted that there is vast difference between target NAPLF and actual
PLF, this is mainly due to less scheduling as compared to available generation, and lower
PLF resulted into high Station Heat Rate and Auxiliary Power Consumption of the Plant.

(60) In line with the CERC norms, the Commission has considered NAPLF as 85% for the next
Control Period (FY 2023-24 to FY 2025-26).

9. GROSS STATION HEAT RATE (GHR)

PROVISIONS IN DRAFT DERC BUSINESS PLAN REGULATIONS, 2023
“8(2). Gross Station Heat Rate for existing generating stations in Delhi shall be as

follow:
Table 4: Gross Station Heat Rate (GHR) (kCal/kWh)
S. No | Generating Station Combined Cycle Open Cycle
1 Pragati Power Station | (PPS-I) 1950 2900
2 Gas Turbine Power Station (GTPS) 2450 3125
EXPLANATORY NOTE

Pragati Power Station | (PPS-I)

(61) PPCL has submitted that the actual Heat Rate of PPS-I in the last 5 years is as follows:
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Particulars | FY2017-18 | FY2018-19 | FY2019-20 | FY2020-21 | FY2021-22
Combined 1969 1974 1976 1976 1974
Cycle Mode
Open Cycle 3176 3138 3083 3102 3100
Mode
(62) PPCL also submitted that Central Electricity Regulatory Commission in its latest Tariff

(63)

(64)

(65)

Regulation FY 2019-24 has fixed a heat rate of 2050 kCal/kWh in Combined cycle mode
and 3010 kCal/kWh in Open cycle mode for similar Kawas GPS Gas-Based Station of NTPC
which consists of the same class of Gas Turbines of PPS-I.

PPCL further submitted that the Station Heat Rate of PPS-I in Open cycle mode is on the
higher side due to frequent starts/stops and backing down of Plant by SLDC, resulting in
partial operation of the units, and accordingly proposes the Station Heat Rate of PPS-l in
Combined cycle mode as 2050 kCal/kWh and 3010 kCal/kWh in Open cycle mode for the
Control Period.

It can be seen from the above table that the Station Heat Rate in Combined cycle mode is
on the lower side than the approved norms, considering the performance of the Plant,
Commission has considered Station Heat Rate in Combined cycle mode as 1950 kCal/kWh
for the next Control Period (FY 2023-24 to FY 2025-26). The overall benefit to consumers
due to reduction in Station Heat Rate in Combined cycle mode is about Rs. 85.55 Crore.
The following table depicts the savings due to lower Station Heat Rate in Combined cycle

mode:
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PPS-I

SHR

SHR- Proposed by TD

Auxiliary Power Consumption (APC)

APC - BPR 2019

PLF

PLF- Proposed by TD

PAF

PAF- Proposed by TD

Open ECR- Open Cycle 20.40
Cycle Change in ECR wrt Base Case- Open Cycle 0.00
Total impactin Rs. Cr. 0.00

Combined ECR- Combined Cycle 13.96
Cycle Change in ECR wrt Base Case- Combined Cycle -0.36
Total impactin Rs. Cr. -85.55

Particulars

Unit

Base Case

FY 2023-24

Remark

Model

Plant Capacity

MW

330

330

Gross Station Heat Rate (SHR)- Open cycle

kCal/kwh

2900

As per BPR, 2019

2900

Gross Station Heat Rate (SHR)- Combined cycle

kCal/kwh

2000

As per BPR, 2019

1950

Auxiliary Power Consumption (APC)- Open Cycle

%

1%

As per BPR, 2019

1.00%

Auxiliary Power Consumption (APC)- Combined Cycle

2.75%

As per BPR, 2019

2.75%

PLF

85%

As per BPR, 2019

85.00%

PAF

%
%
%

85%

As per BPR, 2019

90.00%

Gross Generation

MU= MW*24*365*PLF/1000

2457.18

2457.18

Net Generation - Combined Cycle

MU= MW*24*365*PLF*(1-Aux.)/1000

2389.61

2389.61

Net Generation - Open Cycle

MU= MW*24*365*PLF*(1-Aux.)/1000

2432.61

2432.61

GCV

kCal/SCM

9488

As per IPGCL submission

9488

Landed Price of Primary Fuel

Rs./SCM

66.07

As per IPGCL submission

66.07

Combined Cycle

Fuel Consumption

SCM

517955312

505006429.2

Fuel Cost

Rs. Cr

3422.13

3336.58

ECR

Rs./kWh

14.32

13.96

Energy Charge

Open Cycle

Fuel Consumption

SCM

751035202.4

751035202.4

Fuel Cost

Rs. Cr

4962.09

4962.09

ECR

Rs./kWh

20.40

20.40

(66) The Commission has considered the Station Heat Rate in Open cycle mode as 2900

kCal/kWh for the next Control Period (FY 2023-24 to FY 2025-26).

Gas Turbine Power Station (GTPS)

(67) IPGCL has submitted that the actual Heat Rate of GTPS in the last 5 years is as follows:
Particulars FY 2017-18 FY 2018-19 FY 2019-20 FY 2020-21 FY 2021-22
CombirSQ 2472 2517 2512 2459 2513
Cycle Mode
Open Cycle 3444 3429 3485 3493 3434

Mode
(68) IPGCL has submitted that the guaranteed heat rate of GTPS at site condition of 31.5 °C is

approximately 3188 kCal/kWh and after considering the correction factor of 5.70% on the

guaranteed heat rate as recommended by CEA, the corrected heat rate for simple cycle

mode comes out as 3370 kCal/kWh.

(69)

IPGCL further submitted that Central Electricity Regulatory Commission in its latest Tariff

Regulation FY 2019-24 has fixed a heat rate of 2600 kCal/kWh in Combined cycle mode

and 3578 kCal/kWh in Open cycle mode for similar Assam gas station of NEEPCO which

consists of the same class of gas turbines as of GTPS.

(70)

IPGCL further submitted that the Station Heat Rate of GTPS is on higher side due to

frequent starts/stops and backing down of Plant by SLDC, resulting in partial operation of
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the units, and accordingly proposes the Station Heat Rate of PPS-I in Combined cycle

mode as 2600 kCal/kWh and 3578 kCal/kWh in Open cycle mode for the Control Period.

(71) The Commission has considered to continue the existing Station Heat Rate i.e., 2450

kCal/kWh in Combined cycle mode and 2900 kCal/kWh in Open cycle mode for the next

Control Period (FY 2023-24 to FY 2025-26).

10. AUXILIARY ENERGY CONSUMPTION

PROVISIONS IN DRAFT DERC BUSINESS PLAN REGULATIONS, 2023

“8(3). AUXILIARY ENERGY CONSUMPTION
Auxiliary Energy Consumption for existing Gas based Generating Stations of Delhi shall

be as follows:

Table 5: Auxiliary Energy Consumption (%)

s No Mode of Pragati Power Station | Gas Turbine Power Station
’ operation (PPS-1) (GTPS)
1 Combined Cycle 2.30% 2.75%
2 Open Cycle 1.00% 1.00%
EXPLANATORY NOTE

Pragati Power Station | (PPS-I)

(72) PPCL proposed the Auxiliary Energy Consumption at 2.75% in Combined cycle mode and

1% in Open cycle mode in line with CERC Regulations 2019.

(73) The actual Auxiliary Energy Consumption for PPS-I in the last 5 years is as follows:

Year Actual Auxiliary Energy Consumption
FY 2017-18 2.38%
FY 2018-19 2.39%
FY 2019-20 2.31%
FY 2020-21 2.26%
FY 2021-22 2.24%

(74) 1t can be seen from the above table that average Auxiliary Energy Consumption is only

2.32% which is far below the targets set for the Plant by the Commission and shows a

reducing trend on yearly basis.

(75) In view of the above, the Commission has considered the Auxiliary Energy Consumption

of PPS-I at Combined cycle mode- 2.30% and Open cycle mode-1% for the next Control
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Period (FY 2023-24 to FY 2025-26). The overall benefit to consumers due to reduction in

Auxiliary Energy Consumption is about Rs. 15.84 Crore.

(76) The following table depicts the savings due to Auxiliary Energy Consumption:

PPS-I

SHR

SHR - BPR 2019

Auxiliary Power Consumption (APC)

APC- Proposed by TD

PLF

PLF- Proposed by TD

PAF

PAF- Proposed by TD

Open ECR- Open Cycle 20.40
Cpcle Change in ECR wrt Base Case- Open Cycle 0.00
i Total impact in Rs. Cr. 0.00
. ECR- Combined Cycle 14.25
Combined 2 =
Cvcle Change in ECR wrt Base Case- Combined Cycle -0.07
b Total impact in Rs. Cr. -15.84

Base Case

Particulars Unit Model
FY 2023-24 Remark
Plant Capacity MW 330 330
Gross Station Heat Rate (SHR)- Open cycle kCal/kWh 2900 As per BPR, 2019 2900
Gross Station Heat Rate (SHR)- Combined cycle kCal/kWh 2000 As per BPR, 2019 2000
Auxiliary Power Consumption (APC)- Open Cycle % 1% As per BPR, 2019 1.00%
Auxiliary Power Consumption (APC)- Combined Cycle % 2.75% As per BPR, 2019 2.30%
PLF % 85% As per BPR, 2019 85.00%
PAF % 85% As per BPR, 2019 90.00%
Gross Generation MU= MW*24*365*PLF/1000 2457.18 2457.18
Net Generation - Combined Cycle MU= MW*24*365*PLF*(1-Aux.)/1000 2389.61 2400.66
Net Generation - Open Cycle MU= MW*24*365*PLF*(1-Aux.)/1000 2432.61 2432.61
GCV kCal/SCM 9488 As per IPGCL submission 9488
Landed Price of Primary Fuel Rs./SCM 66.07 As per IPGCL submission 66.07
Fuel Consumption SCM 517955312 517955312
Combined Cycle |Fuel Cost Rs. Cr 3422.13 3422.13
ECR Rs./kWh 14.32 14.25
Energy Charge -
Fuel Consumption SCM 751035202.4 751035202.4
Open Cycle Fuel Cost Rs. Cr 4962.09 4962.09
ECR Rs./kWh 20.40 20.40

Gas Turbine Power Station (GTPS)
(77) IPGCL proposed the Auxiliary Energy Consumption at 3.50% in Combined cycle mode and

1% in Open cycle mode if the Station runs below the targeted NAPLF of 85% for the period.

(78) The actual Auxiliary Energy Consumption for PPS-I in the last 5 years is as follows:

Year Actual Auxiliary Energy Consumption
FY 2017-18 3.78%
FY 2018-19 3.76%
FY 2019-20 3.97%
FY 2020-21 4.44%
FY 2021-22 5.89%

(79) It can be seen from the above table that the average Auxiliary Energy Consumption is

4.37% which is higher than the targets set for the Plant by the Commission.

(80) The Commission has considered to continue the existing Auxiliary Energy Consumption of

PPS-I at Combined cycle mode- 2.75% and Open cycle mode-1% for the next Control

Period (FY 2023-24 to FY 2025-26).
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D. TRANSMISSION LICENSEE

11. OPERATION AND MAINTENANCE EXPENSES

PROVISIONS IN DRAFT DERC BUSINESS PLAN REGULATIONS, 2023
“15. OPERATION AND MAINTENANCE EXPENSES

(1) The normative Operation and Maintenance Expenses of a Transmission Licensee for the
Control Period, after considering Inflationary growth rate of 3.23% and efficiency factor
of 2 %, shall be as follows:

Table 6: Operation and Maintenance Expenses (Rs. Crore)
O&M Expenses FY 2023-24 FY 2024-25 FY 2025-26

Annual O&M Expenses 300.92 304.43 307.97

(2) The impact of actual implementation of Seventh Pay Revision and Interim Relief has been
considered in above tabulated normative O&M Expenses.

(3) The O&M expenses shall be allowed during True-up after considering the actual O&M
expenses subject to prudent check which will be lower of actual or above tabulated
normative O&M expenses.

(4) The Transmission Licensee shall claim Land License Fee and Security Expenses separately
on actual basis at the time of true up of ARR for the relevant financial year subject to
prudence check since the said expenses have not been considered in above tabulated
normative O&M expenses.”

EXPLANATORY NOTES

(81) DTL has submitted the Audited Balance Sheet for FY 2016-17 to FY 2021-22. Commission
has considered the Balance sheet for FY 2016-17 to FY 2020-21 for projecting the O&M
expenses for the Control Period.

(82) As per Clause 93 of the DERC (Terms and Conditions for Determination of Tariff)
Regulations, 2017, normative Operation and Maintenance expenses shall be derived on
the basis of audited O&M expenses for last 5 completed Financial years.

(83) In line with the above-mentioned clause, the Commission has analysed the available
Audited Financial Statements submitted by the Transmission Company in order to
determine the O&M expense of the Company.

(84) The Commission in Business Plan Regulation, 2019 has indicated Land Licensee Fee,
Security Expenses and arrears of Seventh Pay Commission as a separate item over and

above the normative O&M expenses. The relevant clause is as follows:
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(85)

“”

(3) The impact of difference of amount on account of actual implementation of
Seventh Pay Revision and Interim relief already considered for determination of norms
for O&M Expenses, if any, shall be allowed separately in line with the methodology
adopted for computation of norms for O&M expenses, at the time of True-up of ARR
for relevant Financial year subject to prudence check.

(4) The Transmission Licensee shall claim land Licensee Fee and Security
Expenses separately on actual basis at the time of true-up of ARR for the relevant
Financial year subject to prudence check.”

It is observed that the actual O&M expenses are lower than the Normative O&M

expenses, considering the same Commission is of the view that instead of allowing O&M

expenses on per MW basis, it should be on absolute terms i.e., in Rupees Crore.

Employee Expenses

(86)

(87)

During the prudence check, it is observed that Transmission Company has made the
payment of Seventh Pay Commission arrears and LSC, PC and EPF Contribution in FY 2020-
21, and the total payment was booked in FY 2020-21 accounts. Since the Company has
paid the arrears and made necessary accounting for the same in their books of accounts,
it is considered that there is no further need for separate items i.e., arrears of Seventh
Pay Commission over and above normative Employee expenses.

Further, the Commission sought a detailed year-wise breakup of arrears of LSC, PC and
EPF Contributions from Power Plants and reallocated the arrears into the respective year

to compute the actual Employee expenses of the Plant during the years.

Administrative & General (A&G) Expenses

(88)

(89)

While arriving out the actual Administrative & General (A&G) Expenses, the Commission
has not considered the expenditure incurred on account of Legal expenses, security
expenses, Licensee fee, Loss on sale of discarded assets, External Project Cost, and Misc.
expenses.

Apart from the above-mentioned expenses, Expenses on account of Provisions for Slow
Moving Inventory, Reactive Energy Charges, Revised Power Purchase Cost, Net Loss on
foreign exchange transactions and translation and CSR expenditure also not considered

while computing balance A&G expenses.
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Repair & Maintenance (R&M) Expenses
(90) While arriving out the actual R&M expenses of the Company, Repair & Maintenance

expenses and Consumption of stores & spares have been clubbed.

(91) Accordingly, the absolute O&M expenses of the Transmission Licensee have been
computed as follows:

i The actual expenditure incurred by Transmission Licensee on Employee expenses
from FY 2015-16 to FY 2019-20 as explained in above paras;

ii. Administrative and General expenses, and Repair and maintenance expenses from
FY 2016-17 to FY 2020-21 was derived after following the excluding non-allowable
and non-routine expenses following the above-mentioned principles..

iii. In order to arrive at the respective expenses for FY 2021-22, the Commission has
considered the lower of the average of the actual cost of FY 2016-17 to FY 2020-21
as derived above escalated thrice by the Inflationary Growth Rate of 3.23% (as
explained in Point-3) or the actual value of cost for FY 2019-20 multiplied by
Inflationary Growth Rate once. The cost thus arrived for FY 2021-22 is escalated by
the Inflationary Growth Rate and discounted by an efficiency factor of 2% for
subsequent years. The allowed O&M expenses were the sum of three expenses,
namely Employee Expenses, Administrative & General Expense and Repair &

Maintenance Expenses arrived after above-mentioned method.

12. CAPITAL INVESTMENT PLAN

PROVISIONS IN DRAFT DERC BUSINESS PLAN REGULATIONS, 2023
“16. CAPITAL INVESTMENT PLAN:

(1) The tentative Capital Investment Plan for the Transmission Licensee for FY 2023-24 to

FY 2025-26 is as follows:

Table 7: Capital Investment Plan (Rs. Crore)
Particulars FY 2023-24 FY 2024-25 FY 2025-26
Capitalization 436 453 471

Provided that above tabulated Capitalisation may undergo revision subject to Tariff
based Competitive Bidding in the Intra-State Transmission Network.
(2) Employee expenses and A&G expenses shall be allowed to be capitalized equivalent to

lower of 30% of (total Employee Expenses and A&G Expenses) or actual expenditure

Friday, 13 January 2023 Page 50 of 75



Explanatory Memorandum
Draft Delhi Electricity Regulatory Commission Business Plan Regulations, 2023

towards employees engaged in Projects construction works in a particular financial
year.

(3) The Capital investment and the respective scheduled date of commissioning, submitted
by the Transmission Licensee in the Annual Tariff Petition, shall form the basis for
computation of Annual Fixed Cost in terms of Regulation 111 of the DERC (Terms and
Conditions for Determination of Tariff) Regulations, 2017.

(4) Capital cost shall be trued up annually and financial impact on account of variation in
projected capital cost in the tariff order vis-a-vis actual capital cost and scheduled
date of commissioning vis-a-vis actual date of commissioning shall be dealt as per the
provisions of Regulations 61, 62 and 150 of the DERC (Terms and Conditions for

Determination of Tariff) Regulations, 2017.”

EXPLANATORY NOTES

(92) The Commission observed that the average capitalisation of DTL in last 5 years is Rs 319.04
Cr and in the last 10 years is Rs 418.67 Cr as against the planned expenditure submitted
in the BPR petition mentioned below:

Table 13: DTL Planned Expenditure (Rs Cr)

FY 2023-24 FY 2024-25 FY 2025-26
Capital expenditure 1897 1495 883

(93) The 20™ EPS survey of India has projected the CAGR of 4.03% for peak demand of Delhi.
Table 14: Peak Electrical Demand (MW)

DISCOMs | 2021-22 | 2022-23 | 2023-24 | 2024-25 | 2025-26 | 2026-27 | 2027-28 | 2028-29 | 2029-30 | 2030-31 | 2031-32
BRPL 3196 3500 3702 3921 4158 4416 4697 5005 5344 5717 6131
BYPL 1673 1772 1851 1931 2012 2096 2181 2267 2355 2444 2535
MES 48 50 52 54 56 58 60 62 64 66 68

NDMC 307 348 376 390 403 416 430 443 457 470 483
TPDDL 2251 2254 2346 2448 2554 2663 2779 2901 3047 3151 3250
Delhi 7329 7770 8164 8571 9003 9460 9948 10469 | 11046 | 11615 | 12222

(94) Considering the growth of peak demand in Delhi as projected in 20™" EPS Survey and the
average capitalisation by DTL in last 10 years the capitalisation of the DTL is considered.
(95) Further, the above tabulated capitalisation may undergo revision subject to Tariff based

Competitive Bidding in the Intra-State Transmission Network.
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13. NORMS OF OPERATION FOR TRANSMISSION BUSINESS

PROVISIONS IN DRAFT DERC BUSINESS PLAN REGULATIONS, 2023
“17. NORMS OF OPERATION FOR TRANSMISSION BUSINESS:

(1) Normative Annual Transmission System Availability Factor (NATAF) for recovery of
Annual Fixed Charges for AC System shall be considered at 98.50%.
(2) Transmission System Availability shall be computed as per the Formulae and

Methodology specified in Appendices-I, Il and Il of these Regulations.”

EXPLANATORY NOTES

(96) DTL has submitted the Annual Transmission Availability for FY 2016-17 to FY 2021-22 as
follows:

Table 15: Annual Transmission Availability (in %)

Particulars FY 2016-17 FY 2017-18 FY 2018-19 FY 2019-20 FY 2020-21 FY 2021-22

Annual
Transmission
Availability

98.009 99.348 99.106 98.953 99.305 99.037

(97) It can be seen from the above table that average Annual Transmission Availability is
approx. 98.96% which is above the targets set for by the Commission.

(98) In view of past performance and technological advancement, the Commission has
considered to increase the Annual Transmission Availability to 98.50% for the next Control

Period (FY 2023-24 to FY 2025-26).

14. TRANSMISSION CHARGES FOR TRANSMISSION LICENSEE

PROVISIONS IN DRAFT DERC BUSINESS PLAN REGULATIONS, 2023
“18. TRANSMISSION CHARGES FOR TRANSMISSION LICENSEE

The Transmission Charges (inclusive of incentive) for AC system to be billed, in terms of
Regulation 112 to 115 of the DERC (Terms and Conditions for Determination of Tariff)
Regulations, 2017, for a calendar month for transmission system or part thereof shall

be computed as follows:

a) For TAFM < 98.50% AFC x (NDM/NDY) x (TAFM/98.50%
b) For 98.50% < TAFM < 99.00% AFC x (NDM/NDY) X 1
c) For 99.00% < TAFM < 99.75% AFC x (NDM/NDY) x (TAFM/98.50%)
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E.

d) For TAFM > 99.75 % AFC x (NDM/NDY) x (99.75%/98.50%)

Where,

AFC = Annual Fixed Cost specified for the year in Rupees

NATAF = Normative Annual Transmission availability factor, in per cent
NDM = Number of days in the month

NDY = Number of days in the year

TAFM = Transmission System availability factor for the month”

EXPLANATORY NOTES

(99) Methodology of incentive is as per CERC (Tariff Regulations), 2019.

DISTRIBUTION LICENSEE

15. OPERATION AND MAINTENANCE EXPENSES

PROVISIONS IN DRAFT DERC BUSINESS PLAN REGULATIONS, 2023

(1)

(2)

(3)

(4)

(5)

“23. OPERATION AND MAINTENANCE EXPENSES:

Normative Operation and Maintenance expenses are being determined in terms of
Regulation 4(3) and Regulation 92 of the DERC (Terms and Conditions for Determination
of Tariff) Regulations, 2017.

The Distribution Licensee shall be allowed own (Auxiliary) consumption including E-
Vehicle Charging Stations installed at Distribution Licensee offices and sub-stations, at
Zero Tariff for actual recorded consumption subject to a maximum of 0.25% of total sales
excluding own consumption to its retail consumers for the relevant financial year as part
of O&M expenses for the relevant year:

Actual recorded own (Auxiliary) consumption in excess of 0.25% of total sales excluding
own consumption to its retail consumers for the relevant financial year, shall be billed at
Non Domestic Tariff of respective year’s Tariff Schedule and shall form part of revenue
billed and collected for the same year.

The Distribution Licensee shall be allowed O&M expenses for a particular financial year
of the control period by multiplying the normative rate per unit of that particular year
with the trued up sales during the financial year.

The Employee benefits pertaining to Employees transferred under the tripartite
agreement shall be considered uncontrollable in nature and shall be Trued up for relevant

Financial year subject to prudence check:
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(6)

(7)

(8)

(9)

(10)

Provided that the Distribution Licensee shall submit the above details of O&M expenses
within thirty (30) days from the end of finalization of audited accounts of the relevant
year.

Expenses on account of Statutory Levies towards Property Tax/ Land Licence Fee to
GoNCTD, License Fee paid to DERC shall be Trued up for relevant Financial year subject to
prudence check:

Provided that the Distribution Licensee shall submit the above details of O&M expenses
within thirty (30) days from the end of finalization of audited accounts of the relevant
year; Provided also that any expense in the nature of statutory levies already forming part
of the regular O&M expenses and considered in the O&M Expense norms of the
Distribution Licensee shall not be allowed separately.

The Employee benefits in the nature of bonus, incentives for performance shall not be
allowed as O&M expense of the Distribution Licensee.

The legal expenses including that on account of cases filed against the Orders or
Regulations of the Commission before any Court and the legal claims
(compensation/penalty) paid to the consumer, if any, shall not be allowed in the ARR.
The expenses on account of Corporate Social Responsibility of the Licensee shall not be
allowed in the ARR.

Considering Inflationary Growth Rate at 3.23% and efficiency at 2%, the O&M Expenses
are being determined as follows:

Table 8: Norms for O&M Expenses for DISCOMS for the Control Period
[Rate / Unit of sale (Paise)]

Distribution Licensee FY 2023-24 FY 2024-25 FY 2025-26
BRPL 49.68 50.95 52.26
BYPL 55.35 56.77 58.23
TPDDL 53.12 54.49 55.88
NDMC 55.35 56.77 58.23
EXPLANATORY NOTES

(100) DERC (Terms and Conditions for Determination of Tariff) Regulations, 2017 stipulate the

Regulations for determining the O&M Expenses for various Power Utilities as follows:

“87. The Utilities shall be allowed Operation and Maintenance expenses on normative basis

including expenses for raising the loan for funding of Working Capital and Regulatory Asset as

specified by the Commission in the Business Plan Regulations for the respective Control Period:

Provided that the Normative O&M expenses for the respective Control Period shall not be trued up;
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Provided further that the water charges, statutory levy and taxes under O&M expenses if indicated
separately in the audited financial statement shall not form part of Normative O&M expenses.

88. Escalation to be allowed for adjustment towards increase in inflation, consumer price index (CPI),
wholesale price index (WPI) etc. shall be as specified in the Business Plan Regulations for the
respective Control Period.

89. Normative Operation and Maintenance expenses of a new Generating Entity shall be as per the
norms approved by the CERC in Central Electricity Regulatory Commission (Terms and Conditions of
Tariff) Regulations, 2014 as amended from time to time, for respective year unless specifically
approved by the Commission.

90. Normative Operation and Maintenance expenses of existing Generating Entity shall be as
specified in the Business Plan Regulations for the respective Control Period.

91. The Commission shall specify the target for Normative Operation and Maintenance expenses of
the Transmission Licensee in the Business Plan Regulations for the respective Control Period.
Provided that the Commission may specify Normative Operation and Maintenance expenses target
of a Transmission Licensee on the basis of number of Bays and Circuit Kilometres.

92. Normative Operation and Maintenance expenses of a Distribution Licensee shall consist of:

(a) Employee Expenses,
(b) Administrative and General Expenses; and
(c) Repair and Maintenance Expenses.

93. Normative Operation and Maintenance expenses of a Distribution Licensee for a Control Period
shall be derived on the basis of audited Operation and Maintenance expenses for last five (5)
completed Financial Years vis-a-vis normative Operation and Maintenance expenses allowed by
the Commission during the corresponding period based on the following parameters:

(a) Load growth,

(b) Consumer growth,
(c) Commercial loss,
(d) Distribution loss,
(e) Inflation,

(f) Efficiency,
(g) Capital base and,
(h) Any other factor.”

(101) Of the above Regulations, Regulations 87, 88, 92 and 93 govern the provisions of
Distribution Licensees.

(102) The DISCOMs filed their Business Plan for the next 5 years based on the actual financial
position for the last 7 years indicating the salary expenses, A&G expenses and R&M

expenses for each year.
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(103) Regulation 93 states that the normative O&M Expense of a Distribution Licensee for the
control period shall be derived on the base of audited O&M Expenses for the last 5
completed financial years vis-a-vis normative O&M Expense allowed by the Commission
during the corresponding period based on the various parameters. Going by the
Regulation, the information has been limited to audited O&M Expenses of the DISCOMs
for last 5 completed financial years i.e. FY 2017-18 to FY 2021-22.

(104) Based on the submission of the DISCOMs and recent finding of Hon’ble Supreme Court of
India in its judgment dated 18/10/2022, the FRSR employee cost is being treated as an
uncontrollable expense. The benchmark has been carried out on the base of the actual
O&M Expenses as reported in its Audited Financial Statements for the last five Financial
years excluding following costs. Other expense heads may include various provisions on
account of such expense under respective sub-heads and have not been excluded at the
time of determining the norms for O&M expenses.

(105) Employee Cost relating to FRSR Employees governed under Tripartite agreement - The
FR/SR employee cost may be considered as uncontrollable and not included in the
normative O&M Expenses of the DISCOMs. The DISCOMs may argue for replacement cost
for retirement of such FRSR employees in their normative Non FRSR Costs. It is to submit
that the employees retiring from the business are generally replaced with fresh talent at
lower levels and thus lower costs. Further, such replacement has been a continuous
process as the FR/SR employee count has declined over a period of time and has been
replaced in due course of time thus including the impact in the growth of Non FRSR
employee costs. Thus the increase in Non FRSR employee cost is already taken care of in
the y-o-y growth of such costs.

(106) Rates & Taxes - Levy such as land license fee to GoNCTD, license fee to DERC is also being
treated as uncontrollable and not considered in the normative O&M Expenses. All
statutory levies, if not indicated separately from the cost head, for example GST paid on
service contract, professional charges etc. are not being considered separately as the
same are forming part of the normative O&M expenses.

(107) Corporate Social Responsibility, or CSR, refers to the belief that businesses have an
obligation to society beyond their commitments to their stockholders or investors. As per
Companies Act 2013, all companies with net worth above Rs 500 crore, turnover over Rs

1,000 crore, or net profit over Rs 5 crore are required to spend at least 2 per cent of their
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annual profits (averaged over 3 years). Section 135 of the Act which mandates the CSR
donation also asks companies to establish a CSR committee to oversee the spending. Such
obligation cannot not be passed onto the consumers and therefore excluded from the
O&M Expenses of the DISCOMs.

(108) Performance Linked Incentive / any bonus paid to the employees cannot be forming part
of the normative O&M expenses. Instead it is to be paid by the Licensees out of their own
profits/ reserves.

(109) Bank charges as cheque book issuance, demand draft charges, LC Charges etc. that are
attributable to day to day business and not directly linked to any particular loan may be
included in the A&G Expenses. All charges that are directly attributable to particular loan
to beincluded in the interest on such loan under relevant Regulations of DERC (Terms and
Conditions for determination of Tariff) Regulations, 2017.

(110) Water charges have been included in the normative O&M expenses and shall not be trued
up separately.

(121) The average cost for last 5 years is multiplied by an inflation rate as determined to arrive
at the cost for the base year compared with the last year’s audited cost multiplied by the
inflation rate to arrive at the base year cost for FY 2022-23. The lower of the two is
considered as the base cost for FY 2022-23.

Min(Average cost of last 5 years x (1+ inflation rate)”3, Last year’s cost x (1+ inflation rate))
= Base Cost

(112) The Commission has projected the estimated sales for FY 2022-23 considering the CAGR
growth from FY 2017-18 to FY 2019-20. FY 2020-21 and FY 2021-22 have not been
considered due to imposition of Covid-19 lockdown.

(113) The base cost so arrived for FY 2022-23 is thereafter divided by such estimated sales to
arrive at the normative O&M cost per unit of the DISCOMs (which is not to be trued up).
Such cost per unit is thereafter multiplied with the inflation rate and the efficiency factor
of 2% on an annual basis to arrive at the Normative O&M Expenses for the Business Plan
Control period FY 2023-24 to FY 2025-26.

(114) Uncontrollable expenses such as FRSR expenses, Rates & Taxes shall be allowed in the

ARR of the DISCOMs subject to true up.
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16. CAPITAL INVESTMENT PLAN

PROVISIONS IN DRAFT DERC BUSINESS PLAN REGULATIONS, 2023
“24. CAPITAL INVESTMENT PLAN:

(1) The tentative Capital Investment plan in terms of Requlation 4(4) of the DERC (Terms
and Conditions for Determination of Tariff) Regulations, 2017 for the Distribution

Licensee shall be as follows:

Table 9: Capitalisation for BRPL for the Control Period (in Rs. Cr.)

Particulars FY 2023-24 FY 2024-25 FY 2025-26 Total
Capitalization 494 512 530 1536
Smart Meter 200 200 200 600

Less: Deposit Work 100 100 100 300
Total 594 612 630 1836
Table 10: Capitalisation for BYPL for the Control Period (in Rs. Cr.)
Particulars FY 2023-24 FY 2024-25 FY 2025-26 Total
Capitalization 253 262 271 786
Smart Meter 150 150 150 450
Less: Deposit Work 72 76 80 228
Total 331 336 341 1008
Table 11: Capitalisation for TPDDL for the Control Period (in Rs. Cr.)
Particulars FY 2023-24 FY 2024-25| FY 2025-26 Total
Capitalization 387 403 420 1210
Smart Meter 66 66 66 198
Less: Deposit Work 50 50 50 150
Total 403 419 435 1257

Table 12: Capitalisation for NDMC for the Control Period (in Rs. Cr.)

FY 2023-24

FY 2024-25

FY 2025-26

Total

Particulars
Capitalization

138 148 139 425

(2) The Distribution Licensee shall take approval for Capital Investment Schemes as per

the provisions of Capital Investment Guidelines issued by the Commission from time

to time.

(3) Employee expenses and A&G expenses shall be allowed to be capitalized equivalent
to lower of 10% of (total Employee Expenses and A&G Expenses) or actuals in a

particular Financial Year.

(4) The Licensee shall submit the quarterly Capital investment plan along with
scheduled date of Commissioning in the Annual Tariff Petition for the relevant year,

which shall form the basis for computing the Fixed Cost in terms of Regulation 130
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(c) of the DERC (Terms and Conditions for Determination of Tariff) Regulations, 2017.

(5) The Distribution Licensee shall submit an application including details of actual
Capitalisation on quarterly basis for physical verification and true up of capital cost

within 1 (one) month of the completion of the relevant quarter.

(6) The quarterly Capital Cost submitted by the Distribution Licensee as per aforesaid sub-
Regulation (3) shall be trued up by the Commission and financial impact on account of
variation in projected capital cost in the tariff order vis-a-vis actual capital cost &
scheduled date of commissioning vis-a-vis actual date of commissioning shall be dealt
underthe Annual true up of relevant financial year as follows:

(a) Any excess tariff recovered on account of variation in projected capitalization

in the tariff order vis-a-vis trued up capitalization by more than 10% during the
year, shall be adjusted in the Revenue Gap/Surplus of the relevant year along
with interest rate at 1.20 times of applicable Weighted Average Cost of Capital
(WACC) of respective year:
Provided that any excess tariff recovered on account of variation in projected
capitalization in the tariff order vis-a-vis trued up capitalization due to reasons
beyond the control of the Distribution Licensee, subject to prudence check, shall
be adjusted in the Revenue Gap/Surplus of the relevant year along with interest
rate equal to applicable Weighted Average Cost of Capital (WACC) of respective
year.

(b) Any shortfall in tariff recovered on account of variation in projected
capitalization in the tariff order vis-a-vis trued up capitalization by more than 10%
during the year, shall be adjusted in the Revenue Gap/Surplus of the relevant year
along with interest rate at 0.80 times of applicable Weighted Average Cost

of Capital (WACC) of respective year.”

EXPLANATORY NOTES

(115) It was noted from the Business Plan filed by BRPL & BYPL that they have projected Capital
Expenditure for the period from FY 2023-24 to FY 2027-28. It is pertinent to state that as
far as the Tariff exercise goes, capitalization forms the basis of Return On Capital

Employed & Depreciation and not Capital Expenditure.
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(116) Accordingly, the Commission vide its email dated 21.12.2022 sought year-wise
capitalization schedule against the capex projected in their Business Plan. It was noticed
that both the DISCOMs have submitted that their CAPEX and capitalization as same. The
extract of the letter dated is as under:

“In this regard, we hereby submit that proposed capitalization of assets is same as
proposed CAPEX submitted in Business Plan assuming same closing CWIP from FY 2023-
24 to FY 2027-28.”

(117) The actual capitalization of all the DISCOMs (BRPL, BYPL & TPDDL) were accordingly
analysed for the past 10 years. It was noticed that BRPL, BYPL & TPDDL had actual average
capitalization for the past 10 years as Rs 477.30, Rs 243.90 & Rs 437.08 Crores respectively

against their projected capitalization for the next 3 years as under:

BRPL Capital Investment Plan (Rs Cr)
FY 2023-24 FY 2024-25 FY 2025-26

Proposed Capital Investment 1719 2716 1432

BYPL CAPEX Estimate (Rs Cr)
FY 2023-24 FY 2024-25 FY 2025-26

Proposed CAPEX Estimate 1025 1658 800

TPDDL Capital Investment Plan (Rs Cr)
FY 2023-24 FY 2024-25 FY 2025-26

Proposed Capitalisation 454 480 496

(118) Variation in actual capitalization of BRPL & BYPL against projected capitalization is very
difficult to accept. Accordingly, the Commission has split the projected capitalization of
the control period into two parts. First pertaining to Smart Metering and other
Conventional Capitalization, which includes laying of lines, cables, transformers, IT
equipment etc.

(119) Smart Metering plan submitted by BRPL & BYPL for the control period (mentioned below)

also noticed to be on higher side.

BRPL Estimated CAPEX for Smart Meter (Rs Cr)
FY 2023-24 FY 2024-25 FY 2025-26

Estimated CAPEX for Smart Meter 571.91 1481.74 124.45
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BYPL Estimated CAPEX for Smart Meter (Rs Cr)

FY 2023-24

FY 2024-25

FY 2025-26

Estimated CAPEX for Smart Meter

375

970

68

(120) The Commission had already approved 262.4 Cr for BRPL and 191.3 Cr for BYPL for Smart

meters in 2016. However, BRP and BYPL has installed approx. 11000 Smart Meters only

till date. Accordingly, the projected capitalisation of BRPL & BYPL for Smart Meters in the

control period by BRPL & BYPL seems unrealistic. In view of above, Commission has

considered Rs. 200 Cr for BRPL and 150 Cr for BYPL for Capitalisation for Smart Meters in

each year of control period.

(121) The distribution licensees (BRPL, BYPL & TPDDL) have projected the CAGR in the range of

0.42% to 3.71% in the Sanction loads, increase in the customer base and in the sales

forecast in next 5 years.

(122) The 20th EPS survey data has projected the growth of Energy requirement of Delhi at

CAGR of 3.54% in next 5 years.

Table 16: Electrical Energy Requirement (MU)

DISCOM | 2021-22 | 2022-23 | 2023-24 | 2024-25 | 2025-26 | 2026-27 | 2027-28 | 2028-29 | 2029-30 | 2030-31 | 2031-32
BRPL 12673 15062 15863 16710 17606 18554 19562 20637 21795 23033 24345
BYPL 6506 7428 7661 7893 8123 8351 8575 8795 9015 9223 9414
MES 236 241 246 250 255 260 265 270 277 284 291

NDMC 1096 1286 1368 1395 1421 1447 1474 1503 1534 1570 1602
TPDDL 9937 10486 10882 11333 11808 12304 12825 13375 14037 14514 14975
Delhi 31527 35715 37346 39000 40771 42566 44448 46425 48641 50702 52792

(123) Therefore, Capitalization of the distribution licensees (BRPL, BYPL & TPDDL) in order to

meet the growing demand is projected with the 3.54% CAGR rate for next control period.

The base year for the projection of capitalisation is taken as the average of 10 year of the

capitalization of the distribution licensee.

(124) Considering the reasons above, the Commission approves year-wise capitalization for the

control period tabulated as below: -

Capitalisation for BRPL
Particulars FY 2023-24 FY 2024-25 FY 2025-26
Capitalization 494 512 530
Smart Meter 200 200 200
Less: Deposit Work 100 100 100
Total 594 612 630
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Capitalisation for BYPL
Particulars FY 2023-24 FY 2024-25 FY 2025-26
Capitalization 253 262 271
Smart Meter 150 150 150
Less: Deposit Work 72 76 80
Total 331 336 341
Capitalisation for TPDDL
Particulars FY 2023-24 FY 2024-25 FY 2025-26
Capitalization 387 403 420
Smart Meter 66 66 66
Less: Deposit Work 50 50 50
Total 403 419 435
Capitalisation for NDMC
Particulars FY 2023-24 FY 2024-25 FY 2025-26
Capitalization 138 148 139

17. TARGET FOR DISTRIBUTION LOSS

PROVISIONS IN DRAFT DERC BUSINESS PLAN REGULATIONS, 2023

“25. TARGET FOR DISTRIBUTION LOSS

(1)  The Distribution Loss target in terms of Regulation 4(9)(a) of the DERC (Terms and Conditions

for Determination of Tariff) Regulations, 2017 for the Distribution licensees shall be as follows:

Table 15: Target for Distribution Loss for the Control Period

I.\S’r. Distribution Licensee 2023-24 2024-25 2025-26
0.

1| BSES Rajdhani Power Ltd. 6.83% 6.64% 6.45%

2 | BSES Yamuna Power Ltd. 7.13% 6.95% 6.76%

3 | Tata Power Delhi Distribution Ltd. 6.22% 6.11% 6.00%

4 | New Delhi Municipal Council 7.13% 6.95% 6.76%

(2) The amount for Overachievement/Underachievement on account of Distribution Loss target
shall be computed as per the formula specified in the Regulation 159 of the DERC (Terms and
Conditions for Determination of Tariff) Regulations, 2017 for the Distribution Licensee.

(3) Any financial impact due to Underachievement on account of Distribution Loss target by the
distribution licensee for the relevant year, (i.e. Actual Loss > Loss target), shall be to the account
of distribution licensee as specified in Regulation 161 of the DERC (Terms and Conditions for
Determination of Tariff) Regulations, 2017.
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(4) Any financial impact due to Overachievement on account of Distribution Loss target by the
distribution licensee for the relevant year shall be shared between the Distribution Licensee
and Consumers as follows:

i. in case actual Distribution Loss is between the loss target and loss target minus
[50%*(Previous Year Target-Current Year Target)] for the relevant year shall be
shared in the ratio of 2/3™ to Consumers and 1/3™ to the Distribution Licensee;

ii.  in case actual Distribution Loss is less than loss target minus [50%*(Previous Year
Target-Current Year Target)] for the relevant year shall be shared in the ratio of 1/3™
to Consumers and 2/3™ to the Distribution Licensee.”

EXPLANATORY NOTES:

(125) The proposal submitted by DISCOMs for Distribution Loss profile over the next 5 years is
summarized as follows:

Table 17: Proposal of DISCOMs for Distribution Loss Target over next 5 years

DISCOM FY 2023-24 FY 2024-25 FY 2025-26 FY 2026-27 FY 2027-28
TPDDL 7.14% 7.14% 7.14% 7.14% 7.14%
BRPL 7.85% 7.80% 7.75% 7.70% 7.65%
BYPL 8.40% 8.30% 8.20% 8.10% 8.00%
NDMC 8.50% 8.50% 8.50% 8.50% 8.50%

(126) NDMC has forecasted Distribution Loss of 8.50% over next 5 years. TPDDL has submitted
that Distribution Network has reached to a saturation level hence there is limited scope
of reduction in AT&C loss levels. BRPL & BYPL submitted that Utilities of other states

having Distribution Loss less than 10% are facing difficulty in reducing the same YoY and

require huge technical investment on technical front.

(127) The actual Distribution Loss for Delhi DISCOMs as submitted by DISCOMs in their True up

Petitions are as follows:

Table 18: Actual distribution loss levels for FY 2017-18 to FY 2019-20

2017-18 2018-19 2019-20
DISCOM Target | Achievement | Target | Achievement Target Achievement
BRPL 10.93% 9.43% 10.19% 8.09% 9.50% 7.16%
BYPL 13.00% 10.67% 11.69% 8.93% 10.50% 7.35%
TPDDL | 8.38% 8.18% 8.19% 7.90% 8.00% 6.78%
NDMC | 10.30% 13.73% 9.63% 5.25% 9.00% 9.39%

(128) The Distribution Loss for Delhi DISCOMs considered for FY 2020-21 & FY 2021-22 are

based on their True-up Petitions, as follows:
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2020-21 2021-22
DIsCcOM Target As per True-up Target As per True-up Petition*
Petition*
BRPL 8.10% 7.17% 8.00% 7.56%
BYPL 9.00% 7.98% 8.75% 8.02%
TPDDL 7.90% 7.15% 7.80% 7.11%
NDMC 9.00% 7.43% 8.75% 8.35%

*Subject to True-up

(129) Further, Distribution Loss of private DISCOMs in other states were also analysed as

follows:
DISCOM Parameters | FY 2017-18 | FY 2018-19 | FY 2019-20 FY 2020-21
Torrent Power- Target 3.74% 3.69% 3.64% 3.59%
Surat Approved 3.59% 3.43% 3.43% 3.59%
i Target 0.75% 1.02% 1.02% 1.02%
TPCL- Mumbai
Approved 0.75% 0.27% 1.02% -
Mumbai Limited Approved 8.16% 7.85% 7.80% -
Noida Power Target 8.00% 8.00% 8.00% 7.92%
Corporation
Limited Approved 7.99% 9.23% 9.00% 8.80%

(130) The division-wise Distribution Losses for DISCOMs based on data submitted by DISCOMs
were analysed for the period from FY 2017-18 to FY 2020-21 to identify the divisions
where Distribution Loss level is above the acceptable limit and improvement due to
reduction in Loss Level is possible. The Division-wise actual Distribution Loss has been
analysed which are further split into High Loss prone Zones (>18%) and Medium Loss
prone Zones (9% < DL < 18%). The target at the end of Control Period i.e., FY 2025-26 has

been computed considering:

a) Reduction of Losses to 18% till FY 2025-26 for Divisions under High Loss Zones
(except for Jaffarpur whose reduction of losses is considered as 28% till FY 2025-26)
b) Reduction of Losses to 9% till FY 2025-26 for Divisions under Medium Loss Zones

¢) Reduction of 0.09% for other Divisions

(131) The following table depicts various divisions where the Distribution Loss levels are on the

higher side:
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Distribution Loss (%) Distribution Loss
Power Energy T&D Loss
Purchase Billed
. FY 2017-18 FY 2018-19 | FY 2019-20 | FY 2020-21
S.No. Division Name
% % % % MU %

1 Alaknanda 8.42% 8.16% 7.43% 6.29% 572 536 6.29%
2 Khanpur 9.30% 9.30% 8.15% 7.03% 583 542 7.03%
3 Saket 9.79% 7.76% 6.85% 5.87% 954 898 5.87%
4 Vasant Kunj 7.15% 6.47% 5.31% 6.05% 760 714 6.05%
5 Nehru Place 4.52% 4.27% 3.19% 1.00% 502 497 1.00%
6 Nizamuddin 6.77% 6.06% 5.87% 5.03% 577 548 5.03%
7 Sarita Vihar 11.57% 10.96% 9.80% 5.96% 470 442 5.96%
8 New Friends Colony 11.57% 10.96% 9.80% 11.55% 537 489 9.00%
9 RK Puram 6.73% 4.41% 2.76% 4.18% 407 390 4.18%
10 Hauz Khas 3.57% 3.41% 4.19% 3.03% 528 512 3.03%
1 Janak Puri 3.38% 4.59% 3.39% 3.52% 795 767 3.52%
L Najafgarh 32.69% 33.59% 22.72% 19.72% 563 462 18.00%
13 |Jaffarpur 54.00% 82.73% 42.19% 38.32% 214 154 28.00%
14 Nangloi 6.72% 7.99% 8.05% 7.62% 643 594 7.62%
15 [Mundka 20.22% 19.84% 15.44% 14.36% 4 374 9.00%
16 Punjabi Bagh 7.81% 7.69% 7.35% 5.17% 464 440 5.17%
17" |Tagore Garden 12.38% 10.27% 11.02% 10.02% 599 545 9.00%
18 Vikas Puri 12.38% 7.65% 8.62% 5.05% 416 395 5.05%
19 Uttam Nagar 12.38% 7.65% 7.90% 4.35% 276 264 4.35%
20 Mohan Garden 12.38% 7.65% 4.05% 6.41% 281 263 6.41%
21 Palam 7.83% 5.64% 7.21% 4.44% 698 667 4.44%
22 Dwarka 4.84% 8.99% 4.68% 3.51% 684 660 3.51%
Total 9.94% 8.00% 1.17% 11933 11153 6.54%

HIGH LOSS
PRONE ZONES

18%
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MEDIUM LOSS
PRONE ZONES

%%

considering Other Zones Reduction during CP further reduced by

6.45%
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Computation of BYPL Division-wise Distribution Loss targets

Distribution Loss (%) Actual

Distribution Loss

HIGH
Division N FY 2017-18 FY 2018-19 FY2019-20 |Fy2020-21| Power | EMereY | pep Lo 9%
wision fame Purchase Billed 058 PRONE
ZONES

] 21455 19524  9.00%
1 |Chandni Chowk 16.83% 13.65% 11.32%| 14.80%
2 |Darya Ganj 18.21% 18.43% 14.52%| 16.79%| 43839 39893 9.00%
3 |Pahar Ganj 13.20% 10.21% 8.17%| 10.00%| 281.90f 256.53 9.00%
4 |Shankar Road 5.62% 4.36% 3.41% 371%| 27951 269.13|  3.71%
5 |Patel Nagar 6.67% 5.05% 3.74% 5.26%| 38324 363.09|  5.26%
6 |Jhilmil 5.93% 3.95% 3.88% 4.46%| 40518 387.11)  4.46%
7 |Dilshad Garden 5.82% 4.98% 4.02% 469%| 587.68| 560.12 4.69%
8 |Krishna Nagar 10.10% 8.27% 7.01% 7.52% 602.51 557.22 7.52%
9 [Laxmi Nagar 6.47% 6.07% 4.95% 570%| 73474 69286  5.70%
10 [Mayur Vihar 10.19% 8.72% 6.75%  6ooy| 38184 355511 6.90%
11 [Mayur Vihar - 1Ii 11.52% 8.96% 7.02%|  639%| 24690) 23113} 639%
12 |Yamuna Vihar 19.55% 17.78% 13.13%| 12.47%| 658.14| 59891 9.00%
13 |Karawal Nagar 9.42% 8.03% 6.39% 751%| 65953 610.03|  7.51%|considering Other Zones Reduction during CP further reduced by
14 |Nandnagri 11.29% 9.85% 7.66% 7.66%| 50031 462011  7.66% 0.09%

Total 10.77% 9.31% 7.31% 7.98% 6374 5938 6.85% Distribution Loss Target
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Computation of TPDDL Division-wise Distribution Loss targets

Distribution Loss
o HIGH LOSS MEDIUM
. nergy bl
SNo. | arolrs | o pvamss | Frame | ramost | O | gopamers |PSuontos| | FROVEZONES PLR%SSE a0
Input (MU) M) (MU) TONES
L |Badli 7.19% 1.21% 5.91%|  11.59%| 57264 521.10 9,00%
2 |Bawana 13.67% 1273%|  1012%|  13.33%| 121133 110231 9.00%| |considering Other Zones
3 |Civil Lines 5.58% 6.05% 4.47% 2.73%| 71765 698.06 2.73%| |Reduction during control period  0.09%
4 |Keshav Puram 5.64% 5.66% 457% 561%|  830.15 783.29 5.64%| |further reduced by
5 [Mangolpuri 9.06% 8.78% 8.03% 542% 59614 563.83 5.42% Distribution Loss Target  6,00%
6 |Model Town 730% 4.95% 4.89% 499%|  627.77 596.44 4.99%
7 [Moti Nagar 6.08% 6.06% 4.08% 500% 71787 68198 5.00%
8 [Narela 11.27%|  10.16% 9.44%|  11.21%| 101534 923.96 9.00%
9 |PitamPura 6.23% 6.22% 5.63% 4.34%| 602,66 576.50 4,34%
10 |Rohini 4.20% 5.53% 5.81% 3.18%| 101410 981.85 3.18%
Il (Kirari 6.33% 6.25% 561%  10.43%| 37338 340.23 9.00%
12 |Shalimar Bagh 8.89% 8.46% 7.45% 520%| 72420 686.40 5.22%
Total 8.20% 1.93% 6.83% 1.15%|  9003.7 8456.0 6.08%
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Distribution Loss - Trajectory

DISCOM Parameters FY FY FY FY FY FY FY FY FY
2017-18 | 2018-19 | 2019-20 | 2020-21 | 2021-22 | 2022-23 | 2023-24 | 2024-25 | 2025-26
Target 8.38% 8.19% 8.00% 7.90% 7.80% 7.70% 7.14% 7.14% 7.14%
A 4.02% 0.19% 0.19% 0.10% 0.10% 0.10% 0.56% 0.00% 0.00%
TPDDL Actual 8.18%|  7.93%| 6.83%| 7.15%| 7.11%
A 0.44% 0.25% 1.10%| -0.32%| -0.04%
Approved 8.18% 7.90% 6.78% 7.05% 6.45%
Target 3.53% 6.22% 6.11% 6.00%
Remarks A 0.11% 0.11% 0.11%
Target 10.93%| 10.19% 9.50% 8.10% 8.00% 7.90% 7.85% 7.80% 7.75%
A 0.30% 0.74% 0.69% 1.40% 0.10% 0.10% 0.05% 0.05% 0.05%
BRPL Actual 9.94% 8.26% 7.02% 7.17% 7.50%
A 1.19% 1.68% 1.24%| -0.15% 0.33%
Approved 9.43% 8.09% 7.16% 7.40% 7.21%
Target 5.23% 6.83% 6.64% 6.45%
Remarks A 0.19% 0.19% 0.19%
Target 13.00%| 11.69%| 10.50% 9.00% 8.75% 8.50% 8.40% 8.30% 8.20%
A -0.10% 1.31% 1.19% 1.50% 0.25% 0.25% 0.10% 0.10% 0.10%
BYPL Actual 10.77% 9.31% 7.30% 7.98% 7.63%
A 2.22% 1.46% 2.01%| -0.68%| -0.35%
Approved 10.67% 8.93% 7.35% 7.99% 7.50%
Target -1.58% 0.64% 4.91% 7.13% 6.95% 6.76%
Remarks A 0.18% 0.18% 0.18%
Target 10.30% 9.63% 9.00% 9.00% 8.75% 8.50% 8.50% 8.50% 8.50%
A -0.70% 0.67% 0.63% 0.00% 0.25% 0.00% 0.00% 0.00%
NDMC Actual 15.43% 6.15% 9.87% 8.43% 8.33%
A -4.75% 9.28%| -3.72% 1.44%| -0.10%
Approved 13.73% 5.25% 9.39% 7.57%
Target 7.13% 6.95% 6.76%
Remarks A 0.18% 0.18% 0.18%

A- Difference
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(132) In view of above, the Commission by considering the actual past performance upto
FY 2021-22 has judiciously fixed the end target of Distribution Loss for the Control Period
for BRPL as 6.45%, BYPL as 6.76%, TPDDL as 6.00% and NDMC as 6.76%. Target for NDMC
has been kept as that of BYPL, being highest among 3 DISCOMs, since division wise break
up of losses for NDMC is not available and also there is improper energy accounting in
NDMC which was highlighted by the Commission in Tariff Order dtd. 28/08/2020. Yearly
reduction percentages for each DISCOM has been fixed on the basis of equal percentage
reduction for each year from the target/actual of the previous years.

(133) The incentive sharing mechanism for Over/Under-achievement of Distribution loss target

is same as provided in Business Plan Regulations, 2019.

18. TARGET FOR COLLECTION EFFICIENCY

PROVISIONS IN DRAFT DERC BUSINESS PLAN REGULATIONS, 2023
“26. TARGET FOR COLLECTION EFFICIENCY

(1) The targets for Collection Efficiency for FY 2023-24 to FY 2025-26 of the
Distribution Licensee shall be 99.80%.

(2) The financial impact on account of Collection Efficiency target shall be computed
as per the formula specified in Regulation 163 of the DERC (Terms and Conditions for
Determination of Tariff) Regulations, 2017 for the Distribution Licensee.

(3) The financial impact on account of over-achievement of Collection Efficiency
from the target of 99.80%, in terms of Regulation 164 of the DERC (Terms and Conditions for
Determination of Tariff) Regulations, 2017, shall be shared equally between Consumers and the
Distribution Licensees.”

EXPLANATORY NOTES

(134) The Commission has analysed the Collection Efficiency of Distribution Licensees from FY
2014-15 till FY 2020-21 and it is observed that the Distribution Licensees have achieved
the Target of 99.50% in every year except in FY 2019-20 which was affected by COVID-19.
The Collection Efficiency of NDMC in some years was below the Target of 99.50% due to
improper Energy Accounting. Year-wise Collection Efficiency of Distribution Licensees

from FY 2014-15 till FY 2020-21 is as follows:
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BRPL
FY 2014-15 FY 2015-16 FY 2016-17 FY2017-18 FY 2018-19 FY 2019-20 FY2020-21
Petitioner Petitioner Petitioner Petitioner Petitioner Petitioner Petitioner
Particulars bmissi Approed Submission Approved Submission Approed Submission Approed Submission Approved bmissi Approed bmissi
Revenue Billed 7407.00| 751284 8047.00|  8074.53 8,089.00| 815049 850170 858089 916800 917293 934380  9343.76 8,086.20
Revenue Collected 7,499.00 7,499.01 §,109.00 §,109.10 §,130.00 8,130.09 8,550.80|  8,550.67 9,190.60 9,19L.77 9,187.48 9,187.62 §,112.00
Collection Efficiency 101.24% 99.82% 100.77%| 100.43% 100.51% 99.75%) 100.58%| 99.65% 100.25%| 100.21% 98.33%) 98.33%) 100.32%|
Target Collection Efficiency 99.50%
Revised Target Collection Efficiency for Next 0
Control Period 9.80%
BYPL
FY 2014-15 FY 2015-16 FY 2016-17 FY2017-18 FY2018-19 FY 2019-20 FY2020-21
Petitioner Petitioner Petitioner Petitioner Petitioner Petitioner Petitioner
Particulars issi KL Submission ML Submission A Submission MR Submission ML Submission M issil
Revenue Billed 3,961.00 3,986.15 4,322.00 4,338.27 4,421.00 4,445.55 470653 471356 491116 4,936.71 4,888.89 4,890.20 4,47.51
Revenue Collected 3,991.00 3,991.01 4,343.00 4,342.93 4,435.70 4,435.69 4725441 472889 4,929.17 4,929.16 4,817.81 4,817.81 4,71.64
Collection Efficiency 100.76%| 100.12% 100.49%| 100.11%) 100.33% 99.78%| 10040%|  100.33% 100.37%| 99.85% 98.55%| 98.52%| 100.57%|
Target Collection Efficiency 99.50%
Revised Target Collection Efficiency for Next
. ! 99.80%
Control Period
TPDDL
FY 2014-15 FY 2015-16 FY2016-17 FY2017-18 FY2018-19 FY 2019-20 FY2020-21
Petitioner Petitioner Petitioner Petitioner Petitioner Petitioner Petitioner
A d A A A d
Particulars bmissi e Submission Approve Submission B Submission I Submission ML Submission e issi
Revenue Billed 5,721.63 5,721.62 6,093.58 6,093.58 6,129.82 6,129.82 6451.58| 645158 6,891.24 6,891.24 7,232.97 7,198.54 6,377.95
Revenue Collected 5714.43 5,680.52 6,096.18 6,063.70 6,118.98 6,118.98 6,446.04|  6,446.04 6,897.04 6,897.04 7,219.20 7,120.73 6,426.27
Collection Efficiency 99.77% 99.18% 100.04%i 99.51%) 99.82% 99.82%| 99.91%| 99.91% 100.08%| 100.08% 99.81%| 98.92%| 100.76%
Target Collection Efficiency 99.50%
Revised Target Collection Efficiency for Next
® ! 99.80%
Control Period
NDMC
FY 2014-15 FY 2015-16 FY 2016-17 FY2017-18 FY 2018-19 FY 2019-20 FY2020-21
Petiti Petiti Petiti Petiti Petiti Petiti Petiti
e elt|t10|1.er o e.tltl.onler A e.tltl.onler A e‘tlt!oqer o e.tltl.onler O e.tm.or!er o] eltltllon.er
Revenue Billed 107011 1,070.11 115364 115887 114042  1,088.19 1,097.69| 1,095.04 137057  1,308.50 133937 1,336.60 1,055.63
Revenue Collected 1,038.84| 1,038.84 113215 113215 1,10545|  1,060.82 1,07497] 1,068.56 132507  1,25945 1279.28|  1,325.07 1,104.61
Collection Efficiency 97.08% 97.08% 98.14%| 97.69%) 96.93% 97.48% 97.93% 97.58% 96.68%) 96.25% 95.51%) 99.14%) 104.64%
Target Collection Efficiency 99.50%
Revised Target Collection Efficiency for Next
e alerion . S 99.80%
Control Period

(135) From the above table it is noted that DISCOMs have Collection Efficiency more than 100%

over past few years or near to 100%. Therefore, normative Collection Efficiency is set as

99.80%.

19. TARGET FOR RENEWABLE PURCHASE OBLIGATION

PROVISIONS IN DRAFT DERC BUSINESS PLAN REGULATIONS, 2023

“27. TARGET FOR RENEWABLE PURCHASE OBLIGATION
(1) The targets for Renewable Purchase Obligation (RPO) in terms of Regulation 124 of

the DERC (Terms and Conditions for Determination of Tariff) Regulations, 2017 of a Distribution
Licensee from FY 2023-24 to FY 2025-26, shall be computed as a percentage of total sale of
power, to its retail consumers in its area of supply, excluding procurement of Hydro Power
but not excluding Hydro Power eligible under fulfilment of Hydro Purchase Obligation (HPO).
The target for RPO shall be met through purchase of power from various Renewable Energy
Sources or purchase of Renewable Energy Certificates (“REC”) or purchase of Hydro Energy
Certificates (“HEC”) or combination of both, and shall be as follows:
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Table 14: Targets for Renewable Purchase Obligation

Sr. No. RPO Targets for FYy FYy FY
Distribution Licensee 2023-24 2024-25 2025-26
1 Wind RPO Target 10.75% 11.00% 11.25%
2 Other RPO Target 10.80% 11.10% 11.40%
3 HPO Target 0.45% 0.55% 0.65%
4 Total RPO Target 22.00% 22.65% 23.30%

(2) The Distribution Licensee shall comply with its RPO through procurement of Wind
Energy, Other than Wind Energy and Hydro Energy:

Provided that on achievement of Other RPO compliance as specified in aforesaid sub-
Regulation (1) to the extent of 85% and above, remaining shortfall if any, can be met by excess
Wind Energy/ Wind REC/eligible Hydro Energy/ Hydro REC purchased beyond Wind RPO or HPO
for that particular year:

Provided further that on achievement of Wind RPO compliance as specified in aforesaid
sub-Regulation (1) to the extent of 85% and above, remaining shortfall if any, can be met by
excess Other RPO Energy/Other RPO REC/eligible Hydro Energy/ Hydro REC purchased beyond
Other RPO or HPO for that particular year:

Provided also that the Distribution Licensee may purchase RECs/HECs for any shortfall in
meeting their total RPO targets for any Financial Year within three months from the date of
completion of the relevant financial year.

Provided further that, on achievement of HPO compliance to the extent of 85% and
above, remaining shortfall, if any, can be met by excess Wind or Other RE energy or RECs
consumed beyond specified Wind RPO or Other RPO for that particular year.

Provided further that Renewable Energy Certificates shall be considered as per Central
Electricity Regulatory Commission (Terms and Conditions for Renewable Energy Certificates for
Renewable Energy Generation) Regulations, 2022 for computation of balance 15% shortfall of
RPO as stipulated in provisos above.

(3) Renewable Energy Generation recorded through Renewable Energy meters
installed in the premises of Net Metering Consumers shall be deemed to be part of RPO of the
Distribution Licensee as specified in DERC (Net Metering for Renewable Energy) Regulations,
2014, for the relevant year:

Provided that in case the Annual Generation from Solar Generation system recorded
through Renewable Energy meters exceeds the Capacity Utilisation Factor (CUF) of 19%, the
Distribution Licensee shall get the Renewable Energy meters tested by Independent third party,
National Accreditation Board for Testing and Calibration Laboratories (NABL) Accredited Meter
Testing Lab.

(4) The cost of Renewable Energy purchased by the Distribution Licensee through Power
Purchase Agreement approved by the Commission and the total power injected into the
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grid through Net Metering arrangement, in excess of RPO target shall be part of Power Purchase
Cost of the Distribution Licensee for the relevant year.

(5) The HPO Targets shall be fulfilled in the following manner:

a) HPO benefits to be met from power procured through eligible Hydro Power Projects
(including Pump Storage Plants and Small Hydro Plants) commissioned on and after 8/03/2019
in respect of 70% of the total generated capacity for a period of 12 years from the date of
commissioning.

b) Further to facilitate compliance of HPO, Hydro Energy Certificate mechanism, as
available, may be utilized by Distribution Licensees.

c) The HPO Trajectory shall be trued up on an Annual Basis depending on the Revised
Commissioning schedule of Hydro projects.

d) Hydro power imported from outside India shall not be considered for meeting HPO.

(6) Non-compliance of RPO targets (except HPO), by an Obligated Entity shall attract
penalty at the rate of 10% of the weighted average Floor Price of Solar and Non- Solar
Renewable Energy Certificate, as specified by Central Electricity Regulatory Commission (CERC)
for the relevant year, for quantum of shortfall in RPO. If the Floor price as specified by CERC is
zero for the year then the penalty shall be at the rate of 10% of the weighted average
Forbearance Price of Solar and Non- Solar Renewable Energy, as determined by CERC, for
quantum of shortfall in RPO.

(7) The amount of penalty imposed on the Distribution Licensee due to non-
compliance of the RPO targets shall be reduced from the ARR during True up of the relevant
Financial Year in terms of the Regulation 124 of the DERC (Terms and Conditions for
Determination of Tariff) Regulations, 2017.”

EXPLANATORY NOTES

(136) The Electricity Act, 2003 entrusts on appropriate Commission the responsibility of
promotion of co-generation and generation based on renewable energy sources. The
policy framework of the Government of India also stresses on the encouragement of
renewable energy sources keeping in view the need for energy security of the country.
Relevant provisions of the Act are reproduced as below:

Section 86(1)(e):

86. Functions of State Commission

(1) The State Commission shall discharge the following functions, namely:-

(e) promote cogeneration and generation of electricity from renewable sources of energy
by providing suitable measures for connectivity with the grid and sale of electricity to
any person, and also specify, for purchase of electricity from such sources, a percentage
of the total consumption of electricity in the area of a distribution licensee;
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(137) Further, the Commission has also considered the relevant provision of RPO from the Tariff
Policy dtd. 28/01/2016 as follows:

“6.4 Renewable sources of energy generation including Co-generation from

renewable energy sources:
(1) Pursuant to provisions of section 86(1)(e) of the Act, the Appropriate Commission
shall fix a minimum percentage of the total consumption of electricity in the area of a
distribution licensee for purchase of energy from renewable energy sources, taking into
account availability of such resources and its impact on retail tariffs. Cost of purchase of
renewable energy shall be taken into account while determining tariff by SERCs. Long
term growth trajectory of Renewable Purchase Obligations (RPOs) will be prescribed by
the Ministry of Power in consultation with MNRE.”

(138) Ministry of Power, Govt. of India in consultation with MNRE, vide order dated 22/07/2022
notified the long-term growth trajectory of Renewable Power Purchase Obligations (as
given below) for Wind, Hydro & Other RPO, uniformly for all States / Union Territories
from 2022-23 to 2029-30, as follows:

Year Wind RPO HPO Other RPO Total RPO
2022-23 0.81% 0.35% 23.44% 24.61%
2023-24 1.60% 0.66% 24.81% 27.08%
2024-25 2.46% 1.08% 26.37% 29.91%
2025-26 3.36% 1.48% 28.17% 33.01%
2026-27 4.29% 1.80% 29.86% 35.95%
2027-28 5.23% 2.15% 31.43% 38.81%
2028-29 6.16% 2.51% 32.69% 41.36%
2029-30 6.94% 2.82% 33.57% 43.33%

(139) Further, the total energy consumed from solar/ wind energy along with/ through storage

uniformly for all States / Union Territories from 2022-23 to 2029-30, as follows:

EY. Storage
(on Energy Basis)
2023-24 1.0%
2024-25 1.5%
2025-26 2.0%
2026-27 2.5%
2027-28 3.0%
2028-29 3.5%
2029-30 4.0%

(140) BRPL & BYPL submitted that RPO Targets for FY 2023-24 to FY 2027-28 may be considered
in line with targets notified by MoP, Gol vide their notification dated 22/07/2022. TPDDL
submitted that RPO targets may be considered as per new RPO trajectory specified by

MoP, Gol in the interest of consumers. However, considering the procurement process
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through competitive bidding route and timeline towards construction of new Wind Power
projects/ Battery Energy Storage System (BESS), they have requested to relax Wind RPO
& Energy Storage obligation till 2026-27.

(141) The Commission also observed that Delhi DISCOMs i.e. BRPL, BYPL, TPDDL & NDMC have
failed to meet their RPO targets as set by the Commission from time to time and there is
continuous shortfall. Only TPPDL has only met the Renewable Purchase Obligations in FY
2020-21. Accordingly, cumulative penalty of approx. Rs. 79 Cr. was levied on Delhi
DISCOMs in the last 4 years i.e. FY 2017-18 to FY 2020-21 for not meeting their RPO
Obligations. The Penalty levied on Delhi DISCOMs for non-compliance to RPO from FY
2017-18 to FY 2020-21 are summarized as follows:

Rs. Crore
DISCOMs Particulars Unit FY 2017-18 | FY 2018-19 | FY 2019-20 | FY 2020-21
Total (Solar +
RPO Target al (Solar+ 1,/ 11.50% 14.25% 17.00% 17.50%
Non-solar)
RPO Met MU 184.77 626.21 383.5 453.08
Bal
BRPL alance MU 946.84 889.17|  1,462.02 522.51
Obligation
RPO Penalty Rs. Crore 9.47 8.89 14.62 11.38
RPO Met MU 122.23 110.97 103.19 177.50
Bal
BYPL alance MU 623.98 721.68 897.37 352.74
Obligation
RPO Penalty Rs. Crore 6.24 7.22 8.97 5.86
RPO Met MU 911.16 652.03 1121  1,313.02
Bal
TPDDL alance MU -22.59 315.64 274.58 -
Obligation
RPO Penalty Rs. Crore 0.00 3.16 2.75 -
RPO Met MU 269.45 154.85 152.78 117.55
Bal
NDMC e MU -28.65 -34.06 -63.47 20.05
Obligation
RPO Penalty Rs. Crore 0.28 0.34 0.69 0.20
Total RPO Penalty Rs. Crore 15.71 19.27 26.34 17.44
Total (Rs. Cr.) 78.76

(142) Due to Delhi’s geography, flat land terrain & limited land availability, DISCOMs are
dependent on Other States for meeting their Solar, Wind & Hydro purchase obligations.
Delhi DISCOMs have tied up with Traders/ Generators of other States for meeting their
RPO Obligations and delay in Commissioning of various projects in Other States have
affected the RPO met for Delhi DISCOMs in last 4 years. It is also pertinent to mention
that BSES DISCOMs have filed Petition before the Commission for waiver/ relaxation/

carry forward of RPO targets for FY 2018-19 till FY 2021-22 on the account of Force
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Majeure conditions in Petition No. 23 of 2021 (BYPL) & Petition no. 58 of 2021 (BRPL)
which are under adjudication.

(143) The RPO trajectory for Other States were also analysed and it is observed that RPO targets
of other States varied in the range of 8.5% to 24.61% for FY 2022-23, as follows:

SR. FY FY FY FY FY FY FY FY FY
No State 2017-18 |2018-19 (2019-20| 2020-21 2021-22 2022-23 2023-24 2024-25 | 2025-26
1 MoP Trajectory 14.25%| 17.00%| 17.50% 19.00% 21.00% 24.61% 27.08%| 29.91%| 33.01%
2  [Delhi 11.50%| 14.25%| 17.00% 17.50% 19.18% 21.35% 22.00%| 22.65%| 23.30%
3 Gujarat 10.00%| 12.70%| 14.30% 15.65% 17.00% 17.00% 18.70%| 20.70%
Total 4 [Maharashtra 12.50%| 13.75%| 15.00% 16.00% 17.50% 19.50% 22.00%| 25.00%
RPO 5 |Orissa 7.50%| 9.50%| 11.00% 13.25% 14.50% 16.00%| 18.00%
Target 6 Punjab 6.00%| 6.50%| 9.50% 11.50% 21.18% To be specified later
7 Rajasthan 13.35%]| 15.00% 16.65% 18.48% 19.95% 21.66%
8 |Tamil Nadu 14.00%| 14.00%| 14.00% 18.25% 21.00%
9 [Telangana 6.00%| 6.50% 7.00% 8.00% 8.50% 9.25%| 10.50%| 11.75%
10 |UP 6.00%| 6.00%| 8.00% 11.00% 13.00% 14.00% 15.00%
11 |Haryana 5.25%| 7.00%| 8.50% 10.00% 11.00% 14.35% 16.66%| To be specified

(144) Andhra Pradesh notified draft APERC Renewable Power Purchase Obligation (Compliance
by purchase of Renewable Energy/Renewable Energy Certificates) Regulations, 2022 vide
public notice dated 17/03/2022 where in Total RPO targets for state of Andhra Pradesh
are proposed as 21% till FY 2025-26.

(145) From above table, it can be seen that Total RPO targets for FY 2023-24 in Renewable
Energy-rich states varies in the range of 18.70% to 22% which is comparable to the Total
RPO targets proposed for the state of Delhi during the control period.

(146) Since the earlier trajectory for RPO under DERC Business Plan Regulations, 2019 is
applicable for control period till FY 2022-23, the Commission proposes to specify the RPO
targets for the MYT Control Period from FY 2023-24 to FY 2025-26 by taking reference the
trajectory issued by RPO trajectory of Other States & actual RPO met by Delhi DISCOMs
from FY 2017-18 to FY 2021-22.

(147) The Commission has considered the break-up of RPO as mentioned in MoP Notification
22/07/2022.

(148) In view of above, the Commission has proposed the RPO target for FY 2023-24 to FY 2025-

26 for Delhi Distribution Licensees.

%k %k %k %k %k
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