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1. Background, Procedural History and Description of ARR Filing

1. Background, Procedural History and Description of ARR Filing

1.1 About the Commission

The Delhi Electricity Regulatory Commission (hereinafter referred to as ‘Commission’) was
constituted by the Government of National Capital Territory of Delhi (hereinafter referred to as

‘Government’) on March 3, 1999 and it became operational from December 10, 1999.

1.1.1 Functions of the Commission

Maijor functions assigned to the Commission under the Delhi Electricity Reform Act 2000 (hereinafter

referred to as ‘DERA’) are as follows:

e fo determine the tariff for electricity, wholesale, bulk, grid or retail and for the use of the
fransmission facilities

e toregulate power purchase, tfransmission, distribution, sale and supply

e to promote competition, efficiency and economy in the activities of the electricity industry in
the National Capital Territory of Delhi

e 1o aid and advise the Government on power policy

e to collect and publish data and forecasts

e toregulate the assets and properties so as to safeguard the public interest

e toissue licenses for tfransmission, bulk supply, distribution or supply of electricity

to regulate the working of the licensees

to adjudicate upon the disputes and differences between licensees

Major functions assigned fo the Commission under the Electricity Act, 2003 (hereinafter referred to

as ‘EA 2003’) are as follows:

e defermine the tariff for generation, supply, fransmission and wheeling of electricity, wholesale,
bulk or retail, as the case may be, within the State:

e regulatfe electricity purchase and procurement process of distribution licensees including the
price at which electricity shall be procured from the generating companies or licensees or
from other sources through agreements for purchase of power for distribution and supply within
the State;

o facilitate intra-state transmission and wheeling of electricity;

e issue licences to persons seeking to act as fransmission licensees, distribution licensees and
electricity fraders with respect to their operations within the State;

e promote cogeneratfion 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 licence;
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e adjudicate upon the disputes between the licensees, and generating companies and to refer
any dispute for arbifration;

e levy fee for the purposes of this Act;

e specify State Grid Code consistent with the Grid Code specified under clause (h) of sub-
section (1) of section 79;

e specify or enforce standards with respect to quality, continuity and reliability of service by
licensees;

e fix the trading margin in the intra-State trading of electricity, if considered, necessary; and

e discharge such other functions as may be assigned to it under this Act.

1.1.2 Issuance of Concept Paper on Tariff and Guidelines for Revenue and Tariff Filing

1.1.2.1 Concept Paper on Tariff

The Commission brought out a Concept Paper on Tariff in September 2000. The Concept Paper
provided a historical background of the power sector in Delhi, brought out the salient features of
the first tariff proposal of Delhi Vidyut Board (hereinafter referred to as ‘DVB') and sought

suggestions from various stakeholders on the conceptual issues on electricity tariff.
1.1.2.2 Guidelines for Revenue and Tariff Filing

The Commission specified the 'Guidelines for Revenue and Tariff Filing' for submission of their
Annual Revenue Requirement and Tariff petitions by Delhi Vidyut Board in October 2000. It

contained about 29 data forms with guidelines to get data from utilities.

1.1.3 Regulations and Orders issued by the Commission

In its journey from inception till date, the Commission has issued thirteen Tariff Orders and notified
thireen Regulations as given in Tables 1.1 and 1.2, respectively. The Orders were issued after

following the due process and all stakeholders were given an opportunity to present their

viewpoinfs.
Table 1.1: Tariff Orders issued by the Commission
Sr. No. Name of the Order Date of
issue
1. Order on Rationalization of Tariff for Delhi Vidyut Board (DVB) 16-1-2001

2. Order on ARR for 2001-02 and Tariff Determination Principles for 2002-03 fill | 23-5-2001
2005-06 for Delhi Vidyut Board

3. Order on Joint Petition for Determination BST and Opening Losses for | 22-2-2002
DISCOMS

4. Order on ARR for July 2003 to March 2004 (9 months and Financial Year | 26-06-2003
2003-04 ) and determination of Retail supply tariffs for BSES — Yamuna Power
Limited
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5. Order on ARR for July 2003 to March 2004 (9 months and Financial Year | 26-06-2003
2003-04 ) and determination of Retail supply tariffs for BSES — Rajdhani Power
Limited
6. Order on ARR for July 2003 to March 2004 (9 months and Financial Year | 26-06-2003
2003-04 ) and determination of Retail supply tariffs for North Delhi Power
Limited
7. Order on ARR for July 2003 to March 2004 (9 months and Financial Year | 26-06-2003
2003-04 ) and determination of Bulk supply tariffs for Delhi TRANSCO Limited
8. Order on ARR for Financial Year 2004-05 and determination of Retail supply | 09-06-2004
tariffs for BSES — Yamuna Power Limited
9. Order on ARR for Financial Year 2004-05 and determination of Retail supply | 09-06-2004
tariffs for BSES — Rajdhani Power Limited
10. Order on ARR for Financial Year 2004-05 and determination of Retail supply | 09-06-2004
tariffs for North Delhi Power Limited
11. Order on ARR for Financial Year 2004-05 and determination of Bulk supply | 09-06-2004
tariffs for Delhi TRANSCO Limited
12. Order on ARR for Financial Year 2004-05 and determination of Generation | 09-06-2004
tariffs for Indraprastha Power Generation Company Limited
13. Order on ARR for Financial Year 2004-05 and determination of Generation | 09-06-2004
tariffs for Pragati Power Corporation Limited
Table 1.2: Regulations notified by the Commission
Sr. No. Title of Regulations
! Delhi Electricity Regulatory Commission Comprehensive (Conduct of Business) Regulations,
) 2001
5 Delhi Electricity Regulatory Commission (Management and Development of Human
) Resources) Regulations, 2001
3. Delhi Electricity Regulatory Commission (Appointment of Consultants) Regulations, 2001
4. Delhi Electricity Regulatory Commission (Delegation of Financial Powers) Regulations, 2001
5 Delhi Electricity Regulatory Commission (Grant of Consent for Captive Power Plants)
) Regulations, 2002
6 Delhi Electricity Regulatory Commission (Performance Standards — Metering & Billing)
) Regulations, 2002
Delhi Electricity Regulatory Commission (Medical Attendance) Regulations, 2003
8 Delhi Electricity Regulatory Commission (Redressal of Consumers' Grievances) Regulations,
2003
9 Delhi Electricity Regulatory Commission (Guidelines for establishment of Forum for redressal
of grievances of the consumer and Ombudsman) Regulations, 2003
Delhi Electricity Regulatory Commission (Procedure for filing appeal before the Appellate
10 ) .
Tribunal) Regulations, 2005
1 Delhi Electricity Regulatory Commission (Treatment of Income from Other Business of
Transmission Licensee and Distribution Licensee) Regulations, 2005
12 Delhi Electricity Regulatory Commission (Intra- State Trading) Regulations, 2005
13 Delhi Electricity Regulatory Commission (Terms and conditions for Open Access)

Regulations, 2005
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Further, in compliance to the provisions of Electricity Act 2003 the Commission has issued the

following Draft Regulations for public comments:

Table 1.3: Draft Regulations issued by the Commission

S.No. Title of Regulation

"1 Delhi Electricity Regulatory Commission (Performance Standard) Regulations, 2005

2 Delhi Electricity Regulatory Commission (Terms and Conditions for Determination of Tariff)
Regulations, 2004

3 Delhi Electricity Regulatory Commission (State Advisory Committee) Regulations, 2005

4 Delhi Electricity Regulatory Commission (Levy and Collection of Fee and Charges by State

Load Despatch Centre) Regulations, 2005

5 Delhi Electricity Regulatory Commission (Conduct of Business) Regulations, 2005

The Commission is actively considering the responses received from the public and will finalise the

above Regulations in a short period.

1.2 Background

1.2.1 Transfer Scheme

Pursuant fo the provisions of the Act, the Government notified the Delhi Electricity Reform (Transfer
Scheme) Rules, 2001 (hereinafter referred to as ‘Transfer Scheme’) on November 20, 2001. The
Transfer Scheme provided for unbundling of the functions of Delhi Vidyut Board (hereinafter
referred to as “DVB") and the fransfer of existing fransmission assets of DVB to Delhi Transco Limited
(formerly known as Delhi Power Supply Company Limited and hereinafter referred to as
‘TRANSCO’) and the existing distribution assets to three Distribution Companies (hereinafter

collectively referred to as ‘DISCOMs’).

1.2.2 Policy Directions

1.2.2.1 Notification of Policy Directions

In exercise of powers conferred by Section 12 and other applicable provisions of the DERA, the
Government issued Policy Directions vide Nofification No F.11 (118)/2001-Power/2889 of November
22, 2001 and as amended on May 31, 2002 (hereinafter collectively referred to as "Policy

Directions”). A copy of the Policy Directions is atftached hereto as Annexure 1.
1.2.2.2 AT&C loss as a measure of efficiency

The Government, through the Policy Directions, indicated its intent fo disinvest majority
shareholding in the DISCOMs to private investors with the balance 49% remaining with the
Government. The Policy Directions identified the Aggregate Technical & Commercial (AT&C) losses

as the measure of efficiency of the Distribution business. It further indicated that a long-term
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definitive loss reduction in distribution, to be achieved over a five-year period, should be settled
upfront through competitive bidding to induce investors. In this regard, the Government invited the
investors to submit bids for AT&C losses, which they could reduce each year for the years 2002-03 il
2006-07. However, prior to the submission of bids by investors, the Commission was required to
determine the base AT&C loss levels for each DISCOM through an Order, which were to be the

opening levels of AT&C losses for the purposes of bidding.
1.2.2.3 Framework for tariff determination

The Policy Directions indicated that the AT&C loss for the purpose of tariff computation by the
Commission for each DISCOM in a year shall be the opening AT&C loss and the reduction
proposed for the year in the bid submifted by the investor selected by the Government for
purchase of 51% equity in the Distribution Company. Further, tariffs are to be determined such that

the DISCOMs recover all expenses permitted by the Commission and earn a 16% return on equity.

The Policy Directions envisaged identical retail tariffs for the DISCOMs Htill the end of 2006-07. An
amount of approximately Rs. 3450 Crore was committed by the Government in the Policy
Directions, as a loan to be disbursed to the Transmission Company, to bridge the gap between the
revenue requirement of the TRANSCO and the bulk supply price that it may receive from the

distribution licensees based on the above framework.

1.2.3 Determination of BST and Opening Losses

The Order on opening loss levels, o be issued by the Commission, as discussed in Para 1.2.2.2 was
also required fo determine the Bulk Supply Tariff (BST) applicable to each of the DISCOMs to
apprise the investors of the various cost and revenue elements required in the determination of
tariff.

1.2.3.1 Filing of Joint Petition, BST Order and submission of bids

A joint pefition was subsequently filed by the TRANSCO and the three DISCOMs on December 21,
2001 for the determination of Bulk Supply Tariff for the period fill March 31, 2002 and opening level
of AT&C Losses for the DISCOMs. The Commission, after detailed analysis of the Petition and
supporting information submitted by the Petitioners and after due consideration of the responses
received from the various stakeholders and Policy Directions, issued an Order on Bulk Supply Tariff
and Opening Level of AT&C Losses for the three DISCOMs on February 22, 2002.

Thereafter, the investors submitted the bids. After evaluation of the bids, the Government awarded

51% of the equity of the DISCOMs to the chosen private investors.

1.2.4 Effective date of Transfer Scheme

The Transfer Scheme was made effective by the Government from July 1, 2002 onwards and from
this date, the Petitioner formally took over the distribution assets of DVB (as defined in the Transfer

Scheme) and became authorized to commence electricity distribution and retail supply business in
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the specified area as the North North West Delhi Ebuﬂon Company Limited (NNWDDCL) (as

defined in the Transfer Scheme).

1.2.5 Revision of Guidelines by the Commission

The Commission, in the meanwhile, revised the existing Guidelines for Revenue & Tariff Filing
(Guidelines) to accommodate the Policy Direction framework envisaged by the Government. The

revised guidelines were issued by the Commission on August 23, 2002.

The revised guidelines recognised the Sixth Schedule of the Electricity Supply Act, 1948 as
amended from time to time, as the framework applicable to the TRANSCO for filing of its Annual
Revenue Requirement (ARR). The framework envisaged by the Policy Directions was made
applicable to the DISCOMs for ARR filing purposes. The existing data formats were accordingly

modified.

These guidelines also required TRANSCO to play a lead role in facilitating a common agreement
between the TRANSCO and the DISCOMs in regard to the energy supply-demand position in the
State for the current and the ensuing year. This was important to ensure emergence of an overall
revenue gap/surplus for all the Companies from the individual filings, based on a common
expectation regarding the DISCOM's demand and supply requirement for the period. The co-
ordination was also required to be done well in advance of the deadline set for submission of

petitions to the Commission.

1.2.6 ARR and Tariff Determination for FY 2002-03 and 2003-04

During the months of November and December 2002, the Transmission Company and three
Distribution Companies filed their ARR and Tariff Petitions for the nine months of 2002-03 (July 2002
to March 2003) and for FY 2003-04. The Commission had a series of discussions with the TRANSCO
and three DISCOMs wherein the Commission sought additional information, clarifications and
justifications on various issues critical for admissibility of the Petitions. Subsequently, the Petfitioners
submitted the information and justifications. However, considering the series of submissions by the
DISCOMs and with the passage of time, the Commission directed the DISCOMs to file Consolidated
ARR Petitions for the nine-month period of FY 2002-03 and FY 2003-04. The DISCOMs filed the
Consolidated Petitions during the first week of March 2003. The Commission admitted the Petition
of TRANSCO and the Petitions of DISCOMs for further processing on March 6, 2003.

The Commission brought out a Public Notfice on March 7, 2003 indicating the salient features of the
Petitions and invited responses from the consumers and other stakeholders on the Petitions.
However, the Commission did not receive adequate responses on the Petitions due to the fact that
the Petitioners did not file a Tariff Petition and due to low awareness and appreciation of the tariff
determination process based on the framework specified by the Government’s Policy Directions.
Due to the low response on the Petitions, the Commission made a presentation to select
stakeholders and briefed them about the unbundling and privatisation process followed by the

Government, the Policy Directions framework, the salient features of the Petitions, and the
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importance of the ARR Petitions for the tariffs to be approved by the Commission. The Commission
sought responses from the participants on the ARR Petifions as well as suggestions on other related

areas including tariff rationalization.

The Commission also brought out a public nofice on April 11, 2003 and sought further
suggestions/responses from the general public on other related areas of concern to the consumers
including rationalization of tariff categories/sub-categories, tariff structure amendment, and other
charges levied as per provisions of the Tariff Schedule. The Commission received a total of 78
responses from the various stakeholders. The Commission conducted the Public Hearings on the
May 12,13 and 14, 2003 in five different sessions. Subsequently, the Commission held discussions
with the Petitioners and obtained the details of actual expenses, revenue and losses for the nine-
month period of FY 2002-03 (July 2002 to March 2003).

The Commission, based on the detailed scrutiny of the Petitions and additional
information/clarifications submitted by the Petitioners and after following the due public process,
issued its Orders on the ARR and Tariff Petitions of TRANSCO and DISCOMs for FY 2002-03 (9 months)
and FY 2003-04 on June 26, 2003.

1.2.7 ARR and Tariff Determination for FY 2004-05

The TRANSCO, Indraprastha Power Generation Company Limited (IPGCL), Pragati Power
Corporation Limited and three DISCOMs filed their ARR and Tariff Petitions for FY 2004-05 in
December 2003. The Commission had a series of discussions with TRANSCO, IPGCL, PPCL and the
three DISCOMs wherein the Commission sought addifional information, clarifications and
justifications on various issues crifical for admissibility of the Pefitions. Subsequently, the Petitioners
submitted the information and justifications. The Commission admitted the Petitions of TRANSCO,
IPGCL, PPCL and DISCOMs for further processing on January 16, 2004.

The Commission brought out a Public Notice on January 17, 2004 indicating the salient features of
the Petitions and invited responses from the consumers and other stakeholders on the Petitions. The
Commission also brought out a public notice on February 14, 2004 and sought further

suggestions/responses from the general public on the issues related to Tariff Rationalisation.

The Commission received a total of 78 responses from the various stakeholders. The Commission
conducted the Public Hearings on April 7, 8 and 10, 2004 in five different sessions. Subsequently, the
Commission held discussions with the Petitioners and obtained the details of actual expenses,

revenue and losses for FY 2003-04.

The Commission, based on the detailed scrutiny of the Petitions and additional
information/clarifications submitted by the Petitioners and after following the due public process,
issued its Orders on the ARR and Tariff Petitions of TRANSCO, IPGCL, PPCL and the DISCOMs for FY
2004-05 on June 09, 2004.
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1.2.8 Enactment of Electricity Act 2003

The Electricity Act 2003 (EA 2003), enacted in June 2003 repealed the Indian Electricity Act, 1910,
the Electricity (Supply) Act, 1948 and the Electricity Regulatory Commissions Act, 1998. It provides
for increased competition in the sector by facilitating open access (permission to use the existing
power transfer facilities) for fransmission and distribution, power trading, and also allows setting up

of captive power plants without any restriction.

The Commission has examined the applicability of DERA and Policy Directions issued by the GNCTD
subsequent to the enactment of the EA 2003. The Sections 185 (3) and 185 (2) (e) of the EA 2003
are the relevant Sections dealing with the applicability of the Delhi Electricity Reforms Act 2000 and

the Policy Directions issued by the GNCTD under the provisions of DERA.

Section 185 (3) of the EA 2003 states that “The provisions of the enactments specified in the
Schedule, not inconsistent with the Provisions of this Act, shall apply to the States in which such
enactments are applicable”. The Delhi Electricity Reforms Act, 2000 has been listed under this
proviso at SI.No. 7 of the Schedule of EA 2003.

Further, Section 185 (2)(e) of the EA 2003 states that “all directives issued, before the
commencement of this Act, by a State Government under the enactments specified in the
Schedule shall continue to apply for the period for which such directives were issued by the State

Government”.

From these two provisions of EA 2003, it can be interpreted that the provisions of DERA 2000 which
are not inconsistent with the provisions of EA 2003 shall still be applicable to the State of Delhi and
the Policy Directions issued by the GNCTD under the provisions of DERA shall be applicable till the
period of Policy Directions i.e. 2006-07. The Commission, while analysing the Pefitions and while
issuing this Order has duly considered these provisions of the EA 2003 and has dealt with the

maftters accordingly.
Procedure envisaged in the EA 2003 for Tariff Order

Section 64 of the EA 2003 specifies the procedure to be followed for issuance of a tariff order. Sub-

sections (1) and (3) of this Section of EA 2003 state as follows:

Sub-section (1): “An application for determination of tariff under section 62 shall be made by a
generating company or licensee in such manner and accompanied by such fee, as may be

determined by regulations”.

Subsection (3): “The Appropriate Commission, shall within one hundred and twenty days from
receipt of application under sub-section (1) and after considering all suggestions and objections

received from the public:

(a) issue a tariff order accepting the application with such modifications or such

conditions as may be specified in that order:
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(b) reject the application for reasons to be recorded in writing if such application is not in
accordance with the provisions of this ACT and the rules and regulations made there

under of the provisions of any other law for the fime being in force:

Provided that an applicant shall be given a reasonable opportunity of being heard

before rejecting his application.”

1.3 Procedural History

1.3.1 ARR & Tariff filing by the Companies for FY 2005-06

1.3.1.1 Filing of petitions

The TRANSCO, IPGCL, and PPCL filed their Peftitions for approval of ARR and determination of Tariffs
for FY 2005-06, on November 30, 2004. The other two DISCOMS, i.e., BSES Rajdhani Power Limited
(BRPL) and BSES Yamuna Power Limited (BYPL) filed their ARR and Tariff Petition for determination of
Retail Supply Tariff for FY 2005-06 on December 29, 2004. Thereafter, the Petitioner, North Delhi
Power Limited (NDPL) filed its petition for ARR approval and determination of Retail Supply Tariff
(RST) for FY 2005-06 on December 31, 2004.

The Policy Directions envisage uniform retail tariffs across the DISCOMs and tariffs have to be
determined so as fo allow the DISCOMs to recover all permissible expenses and return for the year.
This implies that the BST for the DISCOMs for a period cannot be determined in isolafion and one

would have to fake cognisance of the ARRs of the DISCOMs for further processing.

The Petitioner, in its Petifion, has projected a Revenue Gap of Rs. 245 Crore for FY 2005-06 excluding
revenue gap of Rs. 310 Crore for FY 2004-05 and did not propose any revision in the retail tariff. The
Petitioner has requested the Commission to determine its retail supply tariff and bulk supply tariff,
taking info account the provisions of the Transfer Scheme, the Policy Directions issued by the
Government and filings made thereunder. The Petitioner, in its Pefition, has also suggested certain

tariff rationalization measures for the consideration of the Commission.
1.3.1.2 Interactions with the Petitioner

The submissions of the filings were followed by a series of inferactions, both written and oral,
wherein the Commission sought additional information/clarification and justifications on various
issues, crifical for admissibility of the petitions. The Petitioner submitted its response on the issues

raised through separate submissions on February 25, 2005.

The other Distribution Companies, the TRANSCO, the IPGCL and the PPCL also provided similar
information and clarifications on the issues raised in respect of their filings. The Commission

admitted the Petitions for further processing on March 10, 2005.
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1.3.2 Public Notice and response from stakeholders

1.3.2.1 Publicity given to the Proposal

The Petitioners brought out a Public Notice on March 14, 2005 indicating the salient features of their
own Petition, and inviting responses from the consumers and other stakeholders on their own
Petition. The Commission also brought out a Public Notice on March 24, 2005 indicating the salient
features of all the Petitions for FY 2005-06, inviting responses from the consumers and other
stakeholders on the Petitions submitted by NDPL, BRPL, BYPL, TRANSCO, IPGCL and PPCL, in
accordance with the provisions of the Delhi Electricity Regulatory Commission Comprehensive

(Conduct of Business) Regulations, 2001. The Public Nofice was published in several dailies such as:

e The Hindustan Times and Indian Express in English;

e Dainik Jagran in Hindi; and

e Daily Milap in Urdu.

A copy of the Public Notice in English, Hindi and Urdu is aftached as Annexure 2a-1, 20-2 and 2a-3

respectively.

A detailed copy of the Petition of each Petitioner was also made available for purchase from the
respective head-office of the Companies on any working day from March 14, 2005 onwards,
between 11 a.m. and 4 p.m. on payment of Rs. 100/-. The Notice specified the deadline of April
14, 2005 for the receipt of responses/objections from the stakeholders which was subsequently
extended fill April 30, 2005. The complete copy of the Petitions was also put up on the website of

the Commission, as well as that of the Petitioners.

1.3.3 Public Hearing

The Commission received 98 objections in all. Some objections were received after the deadline
for submission of the responses. A detailed list of the respondents is attached with this Order as
Annexure 3a. The Commission forwarded the objections to the Petitioner for submission of
comments to the Commission with a copy to the Respondent. The Petitioner filed ifs responses to
the comments/objections of the stakeholders by May 18, 2005. The Commission conducted the
Public Hearings on May 24, 25 and 26, 2005. All the stakeholders who had submitted
responses/objections on the ARR Petitions were invited to express their views in the maftter. A list of
the Respondents who participated in the Public Hearing process is attached with this Order as
Annexure 3b. The entire proceeding was split across four different sessions catfering to distinct

groups of stakeholders as given in Table 1.4.

Table 1.4: Dates of Public Hearing

Date Category

May 24, 2005 (Two Sessions) | Domestic, Co-operative Societies, and Commercial
May 25, 2005 (One Sessions) | Industrial Consumers and Associations

May 26, 2005 (One Session) | Government Departments, Utilities and NGOs

1-10 Delhi Electricity Regulatory Commission




1. Background, Procedural History and Description of ARR Filing

1.3.4 Post admission interactions

1.3.4.1 Discussions during technical sessions and presentation by the Petitioner

After admission of the ARR Petition, the Commission held further technical sessions with the
concerned staff of the Pefitioner fo seek additional information and clarifications. Subsequently,
the Commission sought addifional information such as status of capital expenditure including
scheme wise details, anficipated benefits of proposed capital expenditure for FY 2005-06, estimate
of savings in Employee Cost for FY 2004-05 on account of Voluntary Retfirement Scheme (VRS),
quality of DVB Arrears and district-wise AT&C Losses. Subsequently, on April 12, 2005 the
Commission directed the Pefitioner to submit the Provisional Accounts for FY 2004-05 along with
actual expenses and revenue for FY 2004-05. The Commission held a meeting on May 12, 2005 and
May 27, 2005 and sought further details of scheme-wise actual capital expenditure for FY 2004-05,
actual arrangement for funding of capital expenditure for FY 2004-05, actual benefits achieved
during FY 2004-05 and anticipated benefits for FY 2005-06, details of recruitment of new employees,
actual details of sales and revenue, other income and expenses during FY 2004-05, and District-
wise AT&C losses. The Commission also raised the discrepancies noted from the reconciliation of

data across various submissions with the Audited Accounts of the Petitioner. E
1.3.4.2 Pelitioner’s responses to queries raised by the Commission

On February 22, 2005, the Petitioner made a presentation to the Commission on the status of the
Capital Investments proposed by the Company in its Petition for FY 2004-05, R&M expenditure, A&G
expenses, AT&C losses and its compliance with old and new directives. The responses to some of
the queries raised in the letter dated March 23, 2005 were submitted on April 5, 2005. The
information submitted by the Petitioner in these submissions pertained to details of DVB Arrears,
anticipated benefits of proposed capital investment plan for FY 2005-06 and clarification on
District-wise AT&C losses and capitalisation of assefs. Subsequently, on May 11, May 21, May 31 and
June 14, 2005, the Petitioner submitted the Provisional Annual Accounts for FY 2004-05, actual
capital expenditure incurred during FY 2004-05 and funding of the same, details of loan
arrangement, details of actual revenue earned and expenses incurred, AT&C loss level achieved
during FY 2004-05, savings on account of VRS, metering plan for FY 2005-06, R&M expenses, and
specific responses fo some of the queries for reconciliation informatfion across submissions and

Annual Accounts.
1.3.4.3 Visits by the Commission

In addition to the interactions with the Petitioner in the Commission’s office, the Commission also
undertook several visits to the Petitioner's area during FY 2004-05 at some select locations fo review

the physical progress of the Capital Works and Repairs and Maintenance works.
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An Activity Chart giving the details of various activities undertaken during the proceedings is

attached as Annexure 4.

1.4 Summary of the petition

The Petitioner has estimated the Annual Revenue Requirement (ARR) and Revenue Gap for FY
2005-06 at Rs. 1677 Crore and Rs 245 Crore respectively. The Petitioner, while estimating the ARR for
FY 2005-06 has also included certain elements of difference in expenses and revenue for FY 2004-05
under the truing up mechanism. The total amount of fruing up included in the ARR for FY 2005-06 is
of the order of Rs. 310 Crore. A snapshot of the ARR and revenue gap at existing fariffs is provided

in the Table 1.5.

Table 1.5: Summary of ARR and Revenue of the Petitioner at existing BST and RST

Rs. Crore
ltem Unit FY 2005-04

A. Energy Input MU 5532.11
B. AT&C Loss at the end of the year % 35.35%
C. Expenditure other than Power Purchase Cost Rs Crore 394.23
D. Existing Bulk Supply Tariff Paise/kWh 211.56
E. Power Purchase cost at existing BST (AxD) Rs Crore 1170
F. Total Expenditure (C+E) Rs Crore 1565
G. Past Arrears Payable Rs Crore 16
H. Allowable Return Rs Crore 113
I. Non Tariff Income Rs Crore 16
J. Annual Revenue Requirement (F+G+H-I) Rs Crore 1677
K. Estimated Revenue Realisation based on existing Retail Supply Tariff Rs Crore 1432
L. Revenue Gap for FY 2005-06 at Existing Tariffs excluding Revenue Rs Crore 245
Gap for FY 2004-05
M. Revenue Gap for FY 2004-05 Rs Crore 310

The Petitioner, in its ARR Petition, also suggested some tariff rationalization measures. The salient

features of some the suggestions made by the Petitioner are summarized below:

e Merging of categories - Merge MLHT, NDLT (Non-Domestic), SIP and LIP consumer categories

with lower tariff for higher consumption.

¢ Reduction of slabs in domestic category - Reduce slabs of domestic categories to 2 slabs with

one slab below 200 units per month and other slab above 200 units per month.

1.5 Layout of this Order

This Order is organised info 8 Sections. While the current Section gives the information about the
Commission, the historical background and summary of the Petition, the second Section gives a
detailed account of responses from stakeholders, Petitioner's comments and the Commission’s
views on the responses. Section 3 discusses the Annual Revenue Requirement. While Section 4

focuses on the Tariff Philosophy and Approach to bridge Revenue Gap, Section 5 deals with the
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Tariff Rationalisation Measures. Section 6 deals with Tariff Calculations. Section 6 also gives a
comparison of Power Purchase Cost and Retail Supply Tariff in Delhi with neighbouring States and
other States. Section 7 reviews the Directives issued to the Petitioner in the Commission’s Order
dated June 9, 2004 on the ARR and Tariff Petition filed by NDPL for FY 2004-05 and also lists down

the new directives issued in this Order. Section 8 gives the revised Tariff Schedule.
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1. Background, Procedural History and Description of ARR Filing

2. Response from Stakeholders

These objections/responses mainly relate to Procedural Issues, Quality of Filing, Privatisation Policy
and Reform Process, Policy Directions issued by the Government of NCT of Delhi, AT&C losses, ARR
and Revenue Gap, Rationalisation of Tariffs, Metering and Billing Problems, Conditions of Supply,
etc. The scope of this Order is limited to covering the issues directly connected with or incidental to

the Annual Revenue Requirement of the Licensees and the Tariffs.

2.1 Procedural Issues
2.1.1 Objections

Joint Committee of Residents Welfare Associations of Pitampura has objected to the procedure of
inviting responses from the public. The objector submitted that the public nofice published specifies
that the response from consumers and stakeholders must be on affidavit, in triplicate and either in
person or by post and email responses are not permitted. The Association commented that the
practice adopted this year is a departure from past practice and wanted to know the purpose of
affidavit and also why three copies are required. The Association mentioned that the procedure
adopted this year creates an impression that DERC is not really interested in receiving responses

but is putting the public notice only to meet statutory requirements.

Jhilmil DDA Flats Residents Welfare Association has suggested that the Commission should appoint
an independent consultant in association with a NGO on behalf of consumers at large to analyse
Tariff Petitions and represent viewpoint of consumers during the process of approval of ARR and
determination of tariff for FY 2005-06.

Mr. N. Ahuja has submitted for the Commission’s consideration that a brief summary of ARR and
Tariff Petition be made available by the Commission in a manner which can be understood by a

common man to solicit quality inputs from consumers.

The Peoples’ Power Network comprising of World Wide Fund for Nature - India, Consumer
Coordination Council and Parivartan has suggested that the Commission should conduct separate
proceedings on the capital expenditure plans of the companies and in these proceedings, the
Companies should be required to present their long term capital expenditure plans with a clear
statement of objectives. It has also made the following submissions in respect of improvements or

changes to the process:

All calculation and spreadsheets of the Commission should be made public and available in

electronic form.
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- Periodic and public review of compliance with directions of the Commission on a quarterly
basis

- The Commission should have an independent audit of biling and metering systems of the
DISCOMs.

Federation of Rohini CGHS has submitted that there can be little improvement in the working of the
DISCOMs unless their performance is watched and questioned by the authority superior to
DISCOMs or alternately, the consumer should be given right of access to record and workings of
DISCOMs.

The Consumer Coordination Council has suggested that consumer groups should participate in
technical validation as this will provide feedback on Quality of Supply problems, DJB revenues,

Capex, metering and billing, etc.

Young Friends Co-op. Group Housing Society Ltd. has submitted that though the objector has
studied the data published by DERC and also purchased a copy each of two volumes of NDPL's
Petition, it would have been more customer friendly if the NDPL had made the Petition available at
all their major offices. The objector has requested the Commission to direct the DISCOMs to make

available the copy of Petitions in all of their major offices.

2.1.2 Response of the Petitioner

The Petitioner has submitted that the ARR document is available at its website “ndplonline.com”,
which could be downloaded by anyone from the comforts of their office or home itself. It has
added that the cost of the ARR document has been fixed at a nominal amount of Rs. 100/- by

DERC, which is less than the cost of even reproducing the same.

The Petitioner has clarified that it has not concealed factual positions on any issue. It has pointed
out that the petition for ARR was filed in Dec. 2004, whereas the petition for VRS was filed in March
2005.

2.2 Jurisdictional issues
2.2.1 Objections

The Bharatiya Mazdoor Sangh submitted that the DISCOMs have requested the Commission for
approval of their revised expenditure for FY 2002-03, 2003-04 and 2004-05 and hence, for the review
of tariff. They have opined that since the review of tariff is to be carried in review petitions and the
same is not in the jurisdiction of the Commission in the present petfition. They have submitted that

seeking review of earlier orders of the Commission as part of the present petition is not the proper
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way of filing. They have further suggested that the petitions in their present form should be

rejected.

The Bharatiya Mazdoor Sangh has stated that in the present petitions, the DISCOMs have
requested for truing up the gap for the period 2002-03 up to 2004-05. They have opined that
acceptance of this request by the Commission would require reopening and reassessment of the
tariff for the said period, which is beyond the jurisdiction of the Commission. It has suggested that
the petitions filed by the DISCOMs should be rejected.

2.2.2 Response of the Petitioner

The Petitioner has submitted that “fruing up” the past expenses is a standard Regulatory practice
which is being followed by DERC. It has further submitted that it has not sought any review of past

tariffs.

2.3 Quality of Filing and Additional Information
2.3.1 Objections

Shri. K Ashok Rao, Convenor of the Nafional Working Group on Power submitted that the
information base available in Public is insufficient to challenge the claims of the DISCOMs since the
underlying assumptions and commitments are not in public domain. He requested the Commission
to direct the GNCTD to give the following documents so that the proposed tariff increases can be

examined in the proper context:

Inception Report prepared by SBI Capital market Lid.
- RFQ and other documents provided to potential bidders
- Final report on Restructuring of DVB by SBI Caps dated July 2001
- RFP and other information issued to pre-qualified bidders
-  Bidsreceived in response to RFP

- Business valuation of the DISCOMs carried out by SBI Caps with all assumptions and

calculations
- Documents relating to the reserve thresholds for AT&C loss reduction
- Shareholders agreement
Shri. K Ashok Rao has emphasised that in the absence of documentation regarding the details of

the various commitments made by the GNCTD and by the DISCOMs, it is not possible for the

general public to make a proper appraisal and meaningful submissions before the DERC.

Shri. Rao has also submitted that since the data provided in the ARR is based on actuals for part of

the financial year and estimates for the balance year, this exercise is based on assumptions. He has

Delhi Electricity Regulatory Commission 2-17




Order on ARR and Petition of NDPL for FY 2005-06

further submitted that the present tariff order should be made valid for only six months as it will
ensure that in all future years, the ARR would be filed in December after the audited statement of

accounts for the previous year are available.

The Bharatiya Mazdoor Sangh has submitted that the DISCOMs have failed to file a consolidated
peftition for the perusal of the public. They have stated that the manner of filing of petitions is
erroneous and there is lack on continuity in the submissions, thereby making it difficult to connect
the information spread over in different groups. They have submitted that the petitions are not

fransparent for proper response from the public.

The Bharatiya Mazdoor Sangh has also expressed concern over the authenticity of the
data/information since the audited accounts are not provided along with the petitions. They have
pointed out that there are several ambiguities in the information given by the DISCOMs when

compared to the Commission’s Orders of June 2004.

2.3.2 Response of the Petitioner

On the suggestion for the tariff order to be made valid for only six months, the Pefitioner has
submitted that DERC has established a system of “Truing up” whereby the ARR is adjusted based
on the actual expenses for the whole year. It has added that the preparation for filing of ARR starts
in early part of the current Financial year as the ARR is required to be filed with the DERC latest by
November 30 of that year. Therefore, the petition is filed based on information available with the
companies and later, during the course of scrutiny by the Commission, as the information for the
following months gets generated, the same is shared with the Commission. Apart from this, it also
submits various other information sought by the Commission from time to time. It has pointed out
that the figures presented in the ARR are based on actual expenditure incurred and these

accounts are subject to audit and review by the Hon'ble Commission

The Petifioner has also submitted that it submits its audited annual financial statements along-with
its ARR to the Commission, where all the incomes and expenditures are stated and are subject to a
prudency check by the Commission. The accounting policy followed by the Petitioner is also part
of the Financial Statement filed with the DERC.

2.4 Privatisation Policy and Reform Process

2.4.1 Objections

M/s Praja has raised concerns with respect to repayment of Govt. Support after the transition
period. The objector submitted that the transition period is going to end in two years and if the
DISCOMs are free to buy power from other sources, how the TRANSCO will repay the loan of Rs
3450 Crore.
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The Delhi Power Consumers' Guild has expressed its concerns that power sector reforms in Delhi are
failing because they are based on the incorrect philosophy that all losses of the power Ufilities are
due to theft of power by consumers. They have further mentioned that their study has revealed
that the real cause is not the theft by consumers but due to failure of the management to run
ufilities on scientific principles. They have opined that since the reform policy is built on wrong
assumptions and is running counter to the purposes for which it was made, it becomes illegal and

void. Therefore, approval for hiking tariff under this policy does not arise.

Senior Citizens’ Forum has suggested a mid term review of the Policy Directions to effect the

learnings from the experience of privatisation and protect the interest of consumers.

Shri. Ashok Rao has suggested that the Commission should obtain and make public the amount of
increase in subsidy for every incremental MW supplied to the DISCOMs. He has further suggested
that the Commission spell out the policy with regard fo repayment of Govt. Support loan by DTL
and its implications on consumer tariffs, as well as a policy with regard to the implications for

consumer tariffs and reliability of supply after the end of the transition period.

Based on the Commission’s viewpoint in the Order dated February 22, 2002 which was expressed
as “... At this point, the Commission opines that any shortfall in revenue gap, if any, of TRANSCO
during the term of five years over and above Rs. 2,600 Crore would have fo be bridged in the form
of Government support, sector efficiency improvements, any other suitable mechanism or a
combination of all of the above, to be decided by the Commission at the appropriate stage.”,
Chetna has requested the GNCTD to clarify the basis and assumptions for initial level of subsidy
support of Rs. 2,600 Crore, increase in subsidy support to Rs. 3,450 Crore and whether GNCTD would
support any further shortfall in revenue gap alongwith the quantum of additional support, if any,

and ifs source of funding.

2.5 Transition Issues
2.5.1 Objections

The Peoples’ Power Network and the Consumer Coordination Council has expressed concern over
the tariff structure in post-fransition period including issues like whether the GoNCTD will provide
additional support and how further loss reduction will be achieved. It has also requested the
Commission to describe how the fransition from uniform tariffs to company-specific tariff structure
will be achieved once the transition period ends. It has also expressed concern over whether the
DISCOMs will be free to buy power from any source after the transition period and in that event
how will the loan of Rs. 3,450 Crore be paid back by DTL.

Delhi Electricity Regulatory Commission 2-19




Order on ARR and Petition of NDPL for FY 2005-06

2.5.2 Response of the Petitioner

The Petitioner has submitted that the Commission may comment on this issue.
2.6 Compliance with the Directives of the Commission

2.6.1 Objections

Several objectors including Chetna and Shri Vijay Kumar Gupta have submitted that though the
Petitioners have been given sufficient time fo comply with the various directions issued by the
Hon'ble Commission in the Orders issued on June 9, 2004, the Pefitioners have not complied with
most of the directions and hence the ARR of the Pefitioners should not be cleared in view of such

non-compliance.

2.6.2 Response of the Petitioner

The Petitioner has submitted that it is complying with all the directives of DERC issued as part of the
Tariff Order of June 2004 and the status of all the directives has been provided in the ARR filed by

the Petitioner.

2.7 AT&C Losses
2.7.1 Objections

Several respondents have objected to the high level of AT&C losses, pilferage and theft of energy,
efc. Resident Welfare Association, Rohini has asked whether the Comptroller and Auditor General

of India has submitted the report relafing to loss level in DISCOMs.

Resident’s Federation of Rohini Coop. Group Housing Societfies has submitted that the Hon'ble
Commission may examine the AT&C losses of DISCOMs in Delhi keeping in view the losses in other
States andinternational data available. The Petitioner has submitted that the AT&C losses in
Chennai, Kolkata, Ahmedabad and Mumbai are 20%, 19%, 15% and 13%, respectively. The
Federation has suggested that the AT&C losses can be categorised as latent losses and patent
losses. The objector further mentioned that the Petitioner justify the expenditure and action taken
to curb the technical losses by improving the cable faults, faults in fransformers, fault in feeder lines
etc. It has added that actions to curb the patent losses on account of direct hooking, by passing

meters and default in making payments are consciously missing in the Petition.

The objector further commented on the impact of reduction in AT&C losses on tariffs and
mentionedthat if the current losses are brought down from 46% to 20%, the tariff will drown by at
least 30% and as per the DISCOMs, if the commercial losses are reduced, the average tariff could

reduce by around 60 paise per unit. The objector has also submitted that an ordinary consumer is
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not interested in the voluminous petitions, but they are interested to know the achievements made

by DISCOMs to reduce the losses with respect to target levels.

Shri A K Chandra submitted that the three DISCOMs have indicated AT&C losses of 35-45% with
BRPL and NDPL indicating losses of 35% approx. and BYPL indicating 45% approx. The objector
requested that these loss levels are too high and should not be accepted. Against the DISCOMs’
argument that they have been reducing the losses as per their agreement with the Govt., the
objector submitted that the agreement nowhere stipulated that the DISCOMs cannot reduce the
losses more than what is stated in the agreement. The objector submitted that the DISCOMs’
argument that there is political non-cooperation for action against theft is unacceptable. The
objector argued that the city of Mumbai is also governed by democracy and is full of slums and
poor, but the AT&C losses are 11.5% comparable to infernational standards of 12%. The objector
requested that the Commission should not accept the AT&C loss figures as considered by DISCOMs
and stipulate that, by March 2006, BRPL and NDPL should bring down their AT&C losses to 25% and
BYPL should bring down the losses to 30%.

Young Friends Co-op. Group Housing Society Ltd. submitted that there is no reason why the AT&C
losses in Delhi cannot be brought down to the level of what is prevalent in western countries
because electricity does not behave differently in Delhi. The objector suggested that the
difference in losses with international levels amounts to a staggering annual recurring losses to the
tune of Rs 2500 Crore. The objector has categorised the losses into three categories and has

suggested following measures to control the AT&C losses.

Technical losses can be substantially reduced by using fransformers of 99.5% plus efficiency using
copper cables (instead of A1), SF 6/VCB type ring main units, kiosk type ring mains, eliminating oil-
filed switch gear, etc. Further, early fault detection and remedial measures should be provided
through CDMA/AMS. These measures will reduce lower-skilled manpower and increase customer

satisfaction.

For controlling theft, punitive provisions exist in the Act and such provisions may be enforced. Much
of the theft cannot take place without collusion of the employees and hence a suitable carrot and

stick policy should be implemented to curb theft.

The objector further submitted that the bills should be presented to consumers on regular basis and
for payment default by major consumers like DJB, MCD, DMRC, MES etc, the matter should be

vigorously pursued at higher levels of the Govt.

Senior Citizens’ Forum has suggested that an extensive energy audit should be undertaken at each
district level and each district should be made responsible for controlling AT&C losses. Random

checking without support of extensive energy audit system would not yield adequate resulfs.
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Shri. K Ashok Rao, Convenor of the National Working Group on Power submitted that there is a
need to re-examine the validity of AT&C loss as a measure as T&D loss has shown an increase in the
case of BRPL and BYPL during the last two years and most of the improvement is on the
commercial side only. He further submitted that even in the commercial part of the index viz. AT&C
loss, most of the reduction in the losses is on account of recovery of past DVB arrears. He has
submitted that AT&C loss, both as a measure for determining the tariff and for providing incentive

should be reviewed.

TRANSCO has submitted that arrears should not be considered in computation of AT&C loss as DVB

Arrears are not the receivables against energy sold by DISCOMs.

The Bhartiya Mazdoor Sangh has submitted that while the DISCOMs have made claims of over
achievement in loss reduction targets at various forums, the petitions have indicated lower
reduction in AT&C losses. They have suggested that appropriate action be taken by the
Commission in view of false statements in respect of achievement in reduction of AT&C losses by

way of affidavit.

The Senior Citizens Welfare Association has also expressed concern over the fact that no attempt
has been made by the DISCOMs to better the performance during FY 2005-06 as the projected
AT&C losses at the end of FY 2005-06 have been mechanically arrived at by making adjustments in

opening levels based on annual values of reduction indicated in the accepted bid level.

Engineers Association Okhla has suggested that the DISCOMS shall take suitable actions to stop
theft/pilferage of electricity by JJ Clusters, dhabas, vegetable shops, and other such consumers
who don’t pay for electricity. It has also submitted that the DISCOMs should generate more

revenue by arresting losses on account of theft and faulty transmission lines.

Shri Sanjeev Bhatanagar has suggested that direct theft laws should be put in place and the same
should be publicised. He has also stated that the reduction in AT&C losses as shown by the
DISCOMs is on the lower side and a detailed report, district wise, should be prepared on the same

and monitored by the Commission.

Students Welfare Association has contended that while the Delhi Government and DISCOMs have
failed in curbing AT&C losses, the burden of the same should not be passed on to honest
consumers. The Delhi Government has failed in facilitating a reduction drive by not opening five

courts for specifically dealing with cases of power theft as per the Order of Supreme Court.

Udyog Nagar Factory Owner'’s Association has suggested following measures to reduce AT&C

losses:

¢ Metering of streetlight
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e Control theft in unapproved/unorganised sectors such as JJ Cluster of industries
e Replacement of old meters

Patparganj F.I.E. Entrepreneurs cioﬁon has suggested that industrial zone exhibiting better than
desired AT&C loss level of 18% should be either rewarded with a tariff discount or recognised as a

‘Clean and ideal industrial zone'. This would help in reducing AT&C losses to everyone's benefits.

Badli Industrial Estate Association, Narela Relocation Industrial Welfare Association and D.S.I.D.C.
Industrial Complex, Narela have suggested that the benefit of reduction in AT&C loss beyond the
target level should be passed on to the consumers of the particular DISCOMs which have been
successful in achieving this performance. This would encourage consumers and DISCOMs to
reduce T&D losses beyond the targeted level and build up confidence in the ongoing Reform
Process. As regards the suggestion of NDPL for passing on benefits of reduction in AT&C loss to the
consumers within the License area of NDPL, Students Welfare Association has suggested that the
similar benefits should also be extended to pockets of other DISCOMs which have demonstrated
similar reduction in AT&C losses. Chetna has raised concerns over passing on the benefits of
reduction in AT&C loss beyond the target level to the consumers of the particular DISCOM under
the Policy Directions which stipulates that the ‘same’ tariff would be applicable for all consumers

across 3 DISCOMs during the currency of the Policy Directions.

Mr. Abrol has suggested that lighting in park should be separated from streetlight and metered to
control theft from such points. He has further suggested that mobile squads be deputed at night to
detect theft.

The Peoples’ Power Network has expressed concern that the reduction in losses is not rapid in spite
of the generous incentives and soft targets given to the DISCOMs. It has submitted that the AT&C
loss reduction targets for the DISCOMs are easily achievable compared to internatfional and
natfional performance. It has also opined that past DVB arrears should not be included as revenue
for the purpose of calculating AT&C loss reductions as the DISCOMs are already being generously

rewarded for collecting past DVB dues.

Shri B N Ahuja of Lajpat Nagar has submitted that the Commission should come out with a specific
plan and delegate authority on DISCOMs to reduce the high AT&C losses at least by 5% per

annum.

Shri Tilak Raj Mukhija and the IMD Employees Co-op Group Housing Society Ltd. have submitted
that the high loss in revenue due to theft and line losses shows the
negligence/incompetence/carelessness of the Companies and/or their employees. They have
submitted that the DISCOMs be directed to stop theft or the amount should be debited to the

profits of the Companies.
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The Naraina Small Industries Welfare Association Phase — | has also objected to the burden of theft
and inefficient management of DISCOMs being passed on to consumers by way of higher tariffs. It
has referred to the over achievement in reduction of AT&C losses by NDPL as compared to the
performance of the BSES and submitted that the inefficient DISCOMs should be punished by

reducing their margin of 16% and the benefits be passed on to consumers.

The Consumer Coordination Council has expressed concern over the fact that the AT&C loss
reductions of all three DISCOMs for 2002-03 and 2003-04 are within one percentage point of the bid
targets and submitted that this raises doubts on the veracity of the figures or the unwillingness of
DISCOMs to achieve higher targets. It has also submitted that since non-technical losses constitute
45.30% and are more amenable to administrative or management solutions, priority should be
given fo these measures for reducing losses rather than heavy capital expenses for reducing

technical losses.

Resident’s Federation of Rohini Coop. Group Housing Societies has submitted that the Petitioner as
per the latest disclosure has recommended that consumers in North Delhi may be spared of a

steep rise in power tariffs as the losses has come down to 35% against the target of 41%.

Joint Committee of Residents Welfare Associations of Pitampura has submitted that the Petition of
NDPL does not state how much has been recovered on account of DAE/FAE from the consumers,
which is very important as NDPL is loofing the honest consumers by making false cases of DAE/FAE.
The Association further highlighted that the figures of reduction in losses are fictitious and presently
the records and accounts are heavily smugged. The Pefitioner has asked for break up of reduction

in losses sector wise or area wise.

The Wazirpur Industrial Association has submitted that NDPL has failed to stop theft of electricity in
JJ Clusters despite knowledge of such theft. They have objected to bearing the burden of theft in
such areas and have suggested that means be devised to ensure that electricity consumer by way
of theft in such areas be debited to the account of the NDPL. Alternatively, they have suggested

the deduction of charges for such consumption from the annual returns of NDPL.

The PHD Chamber of Commerce and Industry has submitted that NDPL should be directed to
provide the district wise AT&C losses to the Commission and the same should be made available to
all stakeholders. It has submitted that the petition of NDPL indicates that NDPL is only trying to
maintain the committed level of loss reduction of 12.75% by 2005-06. It has further submitted that
the Commission should impress upon NDPL to reduce losses fo the maximum extent and reflect the

same in the ARR calculations.
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2.7.2 Response of the Petitioner

The Petitioner has submitted that targets set out in the Policy Directions are as per the bid
accepted by GoNCTD and are confractually binding on all stakeholders. It has stated that it is
making all out efforts to curb theft and reduce AT&C losses and a significant reduction has been
made since inception. It has pointed out that AT&C Losses as on March 31, 2005 stood at about
35% as compared to 53.4% at the time of take over in July 2002, thus showing a reduction of 18%. It
has stated that the reduction of about 10% achieved in 04-05 is perhaps the highest made by any
distribution company in India. It has added that though RWA's, Industrial and other associations,
and individual consumers need to help in the process of theft mitigation proactively, new meters
are also being tampered by unscrupulous elements, in partnership with consumers. It has solicited
enhanced co-operatfion from consumers to eradicate this social menace and has assured that
efforts are being made to reduce the AT&C losses and reduction in losses in a short span of 33

months to a level of about 35% as on 31.03.2005 justifies its efforts.

The Petitioner has mentioned that it is making all efforts to reduce the AT&C losses in JJ clusters and
are trying to bring each and every inhabitant of JJ clusters into its billing net. On the issue of direct
theft by JJ Clusters to be debited to account of the DISCOMs, the Petitioner has stated that all
such factors and losses were considered in the Policy Directions and Agreement signed between
Distribution Companies and GoNCTD and only after due deliberations, the AT&C loss reduction

targets were finalised, which are binding on all the stakeholders.

On the issues of tariff hike in view of the inefficient management of the Petitioner and its inability to
control theft, the Petitioner has highlighted that as per contract/agreement with GONCTD, NDPL is
to reduce AT&C losses to 31% over 5 years period (starfing from July 2002 & ending in March 2007),
from the high level of 53.4% existing at the time of privatisation. If the Petitioner is unable to reduce

these losses to the agreed levels, the deficit would have to be borne by the Petitioner.

In response to the demand for submission of district wise AT&C losses, the Petitioner has mentioned
that it has been regularly submitting the district wise AT&C losses to the Commission in accordance

with the Commission’s directive in the last Tariff Order.

Responding to the objection on the need to review AT&C loss as a measure, the Petitioner has
stated that AT&C losses as a measure has been stipulated in the Policy Directions as notified by
GoNCTD, which is binding on all stakeholders. It has further opined that AT&C losses seem to be the

most scientific measure to estimate the complete losses in the system.

The Petitioner has stated that it is in agreement with the stakeholders on the issue of sharing of
benefits of over achievement in AT&C losses to be passed on to consumers of NDPL only and has

requested the Commission to consider the same.
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In respect of the CAG report, the Petitioner has submitted that it is not privy to any of the CA&G

Report and hence, unable to comment on this.

The Petfitioner has highlighted that all the 11 KV feeders and Distribution Transformers of NDPL are
metered and consumers have been linked to each distribution fransformer. The meter reading of
all the consumers linked to a DT is done on the same day and is used for the purpose of estimating
the losses on DT. With this, the losses on each DT and Feeder are calculated for every cycle and

accordingly, the actions are planned.

As regards recovery from defaulting Govt. consumers, the Petifioner has submitted that it has
dedicated group for Government accounts, whose primary responsibility is fo ensure timely
payment from Government Consumers and is continuously pursuing Government Organization af
the highest level, for recovery of dues, if any. The Petitioner also has a Revenue Recovery Group,
which is confinuously monitoring all the defaulters of NDPL and is taking action as per the

Regulations of the Commission, wherever possible.

The Petitioner has clarified that no case for DAE is being booked arbitrarily until and unless any
iregularity or evidence substantiating that energy was being dishonestly abstracted is found. In
such cases, the consumption pattern of the consumer is checked before proceeding ahead with
the case. It has added that all the cases being booked by NDPL are in conformity with the
Performance Standard Regulations-2002 (Metering & Billing) as issued by DERC and The Electricity
Act 2003.

The Petitioner has also highlighted that the colonies of NDPL are properly metered and in fact, the
energy audit exercise was starfed fromm NDPL colonies itself. It has endorsed the views of the
objectors for providing fixed amount to employees towards concessional electricity and has

submitted that it has already taken up the matter with DERC.

2.8 ARR and Revenue Gap
2.8.1 Objections

The major objection under this head relates to authentication of actual revenue and expenditure,
restricting wasteful expenditure of the Companies, detailed examination of the accounts of the

Peftitioner by the Commission, establishing prudence, etfc.

Shri Vijay Kumar Gupta has submitted out that all Petitioners have incurred expenditure on almost
all heads in defiance of what was approved by the Hon'ble Commission in the Orders issued on
June 9, 2004. He has pointed out that for all revenue related matters, the Govt. departments have
established Preventive, Anti-evasion, Special Investigafion, and Revenue Inteligence and

Enforcement branches for the checking and surveillance of even the audited and assessed
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accounts of the concerned parties/Petitioners. These branches have imposed huge penalties while
scrutinising the accounts of the Companies/Utilities/Petitions related to revenue. He has further
submitted that the Commission should have strict checks and balances in respect of such matters
because a huge amount of money is involved in the power sector of Delhi. He has mentioned that
the Utilities in Delhi have exhausted almost the entire State Govt. support/grant for the power
sector. Though there has been a heavy increase of retail tariff, a further increase in the same is

being demanded and the same should not be allowed.

Residents Welfare Association, Rohini has inquired whether the Government has launched any

inspection/check systems to control the expenditure.

Shri § C Gupta has pointed that the BRPL buys power at Rs 1.97 per unit and sells at an average
tariff of Rs 3.89 per unit, BYPL buys power at Rs 1.56 per unit and sells at an average tariff of Rs 3.87
per unit and NDPL buys power at Rs 2.12 per unit and sells at an average fariff of Rs 4.15 per unit.
The objector has mentioned that after meeting the cost of wages and other expenses these
companies are earning hefty profit margins and how they have projected the revenue gap. The
objector further stated that the honest consumers not only pays for power they consume but are
also made to pay for the power which others steal while a guaranteed return of 16% on
investments is made by private distribution companies. The objector further mentioned that the

average honest consumer shells out Rs 5000 per year to cover theft.

Young Friends Co-op. Group Housing Society Ltd. submitted that they are unable to reconcile
some of the data published in the Public Nofice. The objector has pointed out discrepancy that
TRANSCO's energy available for sale to DISCOMs is stated as 21806 MU whereas the energy input
of three DISCOMs adds up to only 19659 MU leaving an unexplained gap of 2237 MU.

Shri Sanjeev Bhatanagar has submitted that the projected shortfall in recovery in FY 2004-05 is
largely due to the incompetence of the DISCOMs and payment of higher charges in respect of

capital and revenue expenditure.

Senior Citizens' Forum has objected to inclusion of revenue gap for FY 2004-05 as part of the
revenue requirement for FY 2005-06 and suggested that the Petitioner should be made responsible
for managing its expenses within the budget and the burden of incompetence, inefficiency and
mismanagement should not be passed on fo the consumers. Senior Citizens’ Forum has suggested
that the Government should support proposed increase in annual revenue requirement with either
a grant or loan and the same should not be passed on to consumers by way of tariff hike. The

Forum has further suggested freezing the tariff for the coming three years.

Federation of Group Housing Societies has further reiterated its observation that if the ARR Petitions
are admitted every year for review then DISCOMs would rely more on upward revision of tariff for

earning their returns rather than improving their own systems through rationalisation of their
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workforce, improvement of productivity by better ufilisation of manpower through fraining, other

cost cutting measures like better inventory confrol and reduction of indefensible T&D losses.

Dehi Transco Limited (TRANSCO) has objected to the suggestion of DISCOMs to determine the BST
based on paying capacity of DISCOMs. TRANSCO has drawn the aftention of the Commission o
the fact that the Policy Direction does not provide for determination of BST based on paying
capacity and has requested the Commission to determine BST based on revenue requirement of

TRANSCO after factoring in pre-determined loan support of Rs. 138 Crore from the Government.

TRANSCO has objected to the DISCOM'’s request for approval of revised expenditure for FY 2003-04
by stating that it would amount fo re-opening of the whole tariff determination exercise which has

been concluded with issue of the Tariff Orders and Orders on Review Petitions thereon.

Shri B N Ahuja of Lajpat Nagar has submitted that the details of expenses of the Utilities are not
known. He has requested the Commission to examine these expenses at the micro level and bring

them down to the essential minimum.

The Senior Citizens’ Welfare Association has referred to media reports of the Petitioner submitting a
revised ARR petition showing a profit of Rs. 200 Crore because of better distribution management
and submitted that if this be the case, there should be no need to increase tariff. It has also
indicated the expenses of the DISCOMs other than power purchase costs are quite high. It has
expressed concern over the expenses on account of mobile phones for the AE level and above
and suggested that such expenses should be disallowed and information on the same should be

sent to the Commissioner of Income Tax for taxation purposes.

The Naraina Small Industries Welfare Association Phase — | has submitted that improvement of
distribution facility and VRS are capital investments and should not be considered as expendifure

when computing fariffs.

Delhi State Villages Development & Welfare Sangh has submitted that the figures cooked in the
ARR Petition are based on estimations and were un-realistic. The Objector has cited the example of
a substantial increase in estimated interest expense as compared to the actual interest expense for
FY 04-05 and first half of FY 05-06.

Resident’s Federation of Rohini Coop. Group Housing Societies has submitted that the Pefitioner is
purchasing power at the rate of Rs 2.11 per unit and selling it af the rate of an average Rs 4.00 per
unit. The Federation has requested the Commission to publish a pie graph in tariff order to show as

to how where a rupee received by the petitioner as energy charge has been spent.

Jhilmil DDA Flats Residents Welfare Association has asked for DISCOM-wise status of outstanding

Regulatory Asset and source of its funding for bridging the revenue gap.
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Shri Arun Kumar Datta has submitted that with no improvement in collection and high expenses
towards depreciation and bank interest charges for creating assets and capitalising the same with
corresponding increase in equity will result in high ‘reasonable return’. Consequently, there will be
huge hike in tariff not commensurate with service provided. He has further submitted that the
Commission should create regulatory asset and release the same when revenue collection justifies

such assets.

The PHD Chamber of Commerce and Industry has suggested benchmarking of the various
expenses of the DISCOMs. It has also suggested that the Commission re-work the revenue gap on
realistic basis following the norms laid down by it before deciding any increase in retail tariff for FY
2005-06.

2.8.2 Response of the Petitioner

The Petitioner has submitted that all details have been included in the ARR petition and also
provided subsequently, as required by the Commission. It has pointed out that the CY estimates for
FY 2004-05 are based on the actual expenditure for the period of April to September 2004 and
projections based on six months for the period from October 2004 to March 2005. The Interest Cost
is determined on the basis of loans drawn / availed (for financing of Capital expenditure, etfc.).
Hence the figures may vary from year to year. Further, Truing up is carried out based on the actual
expenditure for the full year, which is further examined for prudency. It has highlighted that the
annual financial statements are being audited by reputed professional firms and are further

subject to prudency check by the Hon'ble Commission

The Petitioner has stated that capital Expenditure incurred on improvement of distribution facilities
which results in increase in life of asset or benefits thereof, shall be over a period of more than 1
year, is a capital investment and is therefore freated accordingly. Further, it has stated that VRS has
been freated as deferred revenue expenditure in line with Standard Accounting Practices and the

same is amortised for a period of 3 years as is allowed by DERC.

The Petitioner has pointed out that the Gap in Energy Sale of Transco and Energy Input to all
Discoms is on account of the fact that there are other Distribution Companies in Delhi, including
New Delhi Municipal Corporation and Military Engineering Services, which cater to the requirement
of Consumers in their respective areas. It has stated that prima facie, it seems that the gap may be
due to consumption by other Distribution companies. However, exact details may be provided by

the Commission.

The Petitioner has submitted that the Revenue Gap projected in the ARR Petition is primarily on
account of about 38.81% increase in Bulk Supply Tariff since privatisation, which could not be

supported by the marginal increase in Retail Tariff of less than 3% per annum, which is less than the
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current inflation rate in the country. It has stated that the revenue gap is expected to be lower this

year due to over-achievement in AT&C loss reduction in the year 2004-05.

2.9 Depreciation charges
2.9.1 Objections

TRANSCO has objected to DISCOM's request for review of depreciation rates for the period from FY
2002-03 to FY 2005-06 by pointing out that it would amount to reopening of past Tariff Orders.
TRANSCO has further submitted that no depreciation expense should be admitted for retired

assets.

The Peoples’ Power Network and the Consumer Coordination Council have submitted that it may
be appropriate to use depreciation rates that conform to MoP guidelines because no loan is being

repaid.

Shri Vijay Kumar Gupta has submitted that the reference to old MoP notification made by the
Petitioners to get higher rates of depreciation should not be considered and the same should not
be allowed as expenditure in the ARR. He has further submitted that all amounts of depreciation
already charged should be reversed. He has mentioned that depreciation should be charged in
the books of accounts for the purpose of income tax and for the purpose of the Registrar of
Companies but the same should be excluded from expenditure for the purpose of the ARR. He has
mentioned that if depreciation is allowed o be charged, a policy should be formed in this regard
to re-evaluate the assets of the Petitioners at the end of FY 2006-07 so that real
appreciation/depreciation thereof should be accounted for to the account of the Holding

Company or to the account of future tariff.

The PHD Chamber of Commerce and Industry has submitted that in view of the Petitioners
submission of allowing depreciation @ 7.5% as against the 3.5% determined by the Commission in
its previous tariff orders, the Commission should re-work the amount of depreciation to be allowed
for FY 2005-06. It has also submifted that the Commission should formulate a policy for retirement of

assets at the earliest so that the true picture of the assets of the Utilities is ascertained.

2.9.2 Response of the Petitioner

The Petitioner has submitted that the depreciation rates as notified by Ministry of Power in its Tariff
Notification of 1994 are 7.5% as against 3.75% allowed by DERC. It has stated that in addition to
3.75% depreciation allowed by the Commission, there is a provision of advance depreciation to
meet any gap between any amount of re-payment in a year and depreciation allowed by the
Commission. The Petitioner further stated that the depreciation @ 3.75% will be inadequate to

service re-payment obligations and additional depreciation needs to be provided in each year.
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Further, the Petitioner has also stated that the Depreciation amount is utilised for financing Capital
Expenditure and Working Capital requirement of DISCOMs. The Petitioner has therefore, submitted
that the GOI notification depreciation rates (7.5%) may be allowed by DERC.

2.10 Investments
2.10.1 Objections

TRANSCO has drawn attention of the Commission towards the fact that the capital expenditure
projected by DISCOMs is substantially higher than that estimated prior to privatisation by the
Government. TRANSCO has requested that the Commission may ask the DISCOMs to clarify the
reasons for such large variations and bring out the cost benefit analysis of the executed and

proposed Schemes.

TRANSCO has requested that the Commission may examine prudence of capital expenditure by
analysing physical achievements and corresponding benefits. TRANSCO has drawn the
Commission’s attention to the fact that DISCOMs have not been following competitive bidding

procedures for procurement of capital equipment/materials and award of contacts.

Mr. Suraj Prakash has submitted to the Commission that the capital expenses incurred towards new
purchases and development work should be strictly monitored. Further, the status of Development
Work and Deposit Work vis-a-vis the payment of Development Charges by consumer should be
made available to consumers upon request. He has further submitted to the Commission that the
Commission should levy deterrent penalty on the Petitioner which has levied Development

Charges in unauthorised areas and has not resolved the complain of consumers in that regard.

The Bharatiya Mazdoor Sangh has submitted that the DISCOMs have given arbitrary and inflated
estimates of capital investment for FY 2004-05 compared to the actual investment undertaken by
them. They have pointed out that in view of the failure by DISCOMs to execute capital investments
worth Rs. 100 Crore in earlier years, it is practically and technically impossible for them to carry out
such huge expenditure in one year. They have expressed concern that the DISCOMs want to
increase the tariff by way of artificial rise in capital investment. They have suggested that the limit

of capital investment for the DISCOMSs should be fixed.

Shri. K Ashok Rao, Convenor of the National Working Group on Power has submitted that the
details of investments, cost benefit of investment, priority of investments and the source of funds of
such investments should be made public. He has suggested that the Commission should calculate
and make public implications of such investments and borrowings on future tariffs. He has further
submitted that the sudden increase in capital investment - disproportionate to the existing assets
and equity base - is aimed at creating conditions that would coerce the GoNCTD fto dilute its

existing equity of 49%. He has submitted that the Commission shall ensure that 49% of equity of the
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GoNCTD is not diluted and no change is made in the Shareholders Agreements and Tripartite

Agreement with the workers.

The Chief Engineer, Delhi Development Authority (DDA) has submitted that as per the Transfer
Scheme, the DISCOMs are committed to execute works against which payments have been made
by the DDA to the erstwhile DVB. It has further submitted that the Commission has already rejected
the plea of the DISCOMs fo allow expenditure against such schemes in the ARR on the basis of
objections filed by the DDA against the ARR of 2002-03, 2003-04 and 2004-05.

The Consumer Coordination Council has objected fo the actual as well as projected capital
expenditure from 2002-03 to 2004-05 and for FY 2005-06 for all three DISCOMs as this is on a much
higher side as compared to the figures suggested by SBI Caps before the privatisation process. I
has pointed that the figures given by SBI Caps showed a steady and modest investment during
these years. The Consumer Coordination Council has also submitted that not only is the proposed
expenditure of the DISCOMs highly inflated based on market prices, but that it is also
disproportionate to the existing assets. Further, the DISCOMs have not identified the gains due to

such investments.

The Peoples’ Power Network and the Consumer Coordination Council have suggested that the
DISCOMs should develop a long-term capital expenditure plan with a clear statement of
objectives and the best way of achieving those objectives is by listing and ranking alternatives.
They have further suggested that the Companies develop a year by year plan so that ‘low

hanging fruits’ are picked first ensuring benefits for the consumer.

Shri Sanjeev Bhatnagar has highlighted the failure of the DISCOMs to meet deadlines in case of
must do projects. He has suggested that penalty should be levied on DISCOMs for not adhering to

the deadlines.

2.10.2 Response of the Petitioner

The Petitioner has submitted that it has made considerable effort in improving its network and this
improvement is also visible as per the latest report of GoONCTD. According to this report, the share
of total breakdowns in its area (which consumes 27% of the Total Electricity Consumption in Delhi) is

only less than 2% of the total breakdowns that took place in Delhi in the last quarter.

The Petitioner has further submitted that capital expenditure is meant for laying down the basic
infrastructure, system augmentation, improvements in the metering and billing systems etc. Some
of these expenditures help in loss reduction while others help in improving the system reliability and
customer services. Thus all the capital expenditure is not for bringing down the AT&C losses only
and the results/benefits of these expenses are reflected over a period of time. It has stated that it

has already submitted its year-wise long-term plan towards proposed capital expenditure to the
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Commission. Further, it is submitting details of each and every scheme to the Commission on a
regular basis and all such schemes are implemented only after the approval of the Commission. It
has highlighted that the capex-financing plan is also approved by the Commission and that it is
not possible fo raise 100% debt. It has stated that it has consistently met its capex targets (including

for FY 2004-05) as approved by the Commission.

As regards the accounting of the Consumer Confribution, the Petitioner has pointed out that the

same is included in the relevant forms of the ARR petition.

2.11 Funding of Investments
2.11.1 Objections

Jan Sehyog Manch and Mr. A. K. Gupta have suggested that the Petitioner should consider
funding avenues such as deposit from consumers, public borrowing before infusing additional
equity in business for the capital investments. Further, they have suggested that as the DISCOMs
have not settled financial dues of employees who have opted for retirement under SVRS Scheme,
retirement proceeds may be considered as a source of funds available with DISCOMs with the

consent of employees and employees should be offered a return of 16%.

The Chief Engineer, Delhi Development Authority has submitted that consumers’ contribution
cannot be accounted for as part of financing capital expenditure but should instead be
accounted for as revenue from tariff. He has pointed out that no details are available about the
amount received and spent under this head. He has suggested that the DISCOMs should give

detailed account indicating year wise, scheme wise expenditure, receipts and unspent amount.

The PHD Chamber of Commerce and Industry has referred to NDPL's submission of higher capital
and revenue costs on account of non-availability of APDRP funds and had requested the
Commission to take up the matter of non-availability of APDRP funds with the GoNCTD so that

NDPL does not have to resort to costly commercial debts.

2.11.2 Response of the Petitioner

The Petitioner has submitted that the treatment of consumer contribution towards financing of
capital expenditure is as per Standard Accounting Practices. It has stated that the consumer
contribution cannot be freated as Revenue Income as it is utilised for setting up capital

infrastructure.

On the issue of APDRP funds, the Petitioner has submitted that it has already brought this issue to
the notice of the Commission to enable the Commission to take up the issue with the concerned

authorities af the highest level.
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2.12 Employee Expenses
2.12.1 Objections

TRANSCO has drawn the attention of the Commission fo the fact that the revised estimate of
employee expenses for FY 2004-05 are higher by 26.7%, 20.6% and 9.8% over the expenses
approved by the Commission in the Tariff Order for BRPL, BYPL and NDPL, respectively. The higher
expenses for BRPL and BYPL are aftributable to claim of amortisation of expense on SVRS beyond

the savings arising out of the SVRS Scheme.

Shri Vijay Kumar Gupta has submitted that employee cost paid under the golden handshake/VRS
scheme by the Petitioners should not be part of the expenditure in the ARR as this is a long term
investment made by the Petitioners and will yield benefits in future after FY 2006-07. He has also
submitted that one time heavy payment to employees under the VRS scheme on the one hand
and new recruitment of favored people who helped the Petitioners in privatisation while holding
senior posts in the erstwhile DVB and other people at higher salaries/wages on the other hand is

not justified as the burden is ultimately passed on to the consumers.

Senior Citizens' Forum has submitted that the ad-hoc payment of Rs. 500 per month to employees
of erstwhile DVB under the Agreement entered with Employee Union at the time of privatisation

should not be passed on to consumers but should rather be borne by the Government.

Shri. K Ashok Rao, Convenor of the National Working Group on Power has suggested that the
Commission shall obtain and make public data relating fo the improvement, if any, in employee
costs on account of VRS. He has also submitted that the Commission shall ensure that the wage
arrears on account of wage revisions to be applied with retrospective effect from 2001 are not

loaded in the tariff.

Shri Tilak Raj Mukhija and the IMD Employees Co-op Group Housing Society Ltd. have submitted
that the DISCOMSs have proposed to raise revenue on account of VRS to the old employees. They
have submitted that consumers have been paying full bills to the DVB and the amount paid by the
consumers included all direct and indirect expenses. It is the matter between the DVB/GoNCTD
and the DISCOMs at the time of handing over and take over and the consumers should not be

forced fo pay the same again.

The PHD Chamber of Commerce and Industry has requested for information on the impact of

tfraining provided to employees on the reduction in cost of supply of power.

Jan Sehyog Manch has brought to the notice of the Commission that the wide disparity between
per capita consumption of erstwhile DVB employees and that of State of Delhi indicates a

possibility of theft. They have suggested that these employees should be offered an allowance
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depending upon their entittement instead of being levied charges for electricity consumed at
subsidised rates. . This would ensure ufilisation of electricity in a prudent, economic and efficient

manner.

2.12.2 Response of the Petitioner

The Petitioner has submitted that it has not sought any additional amount for VRS in its ARR. It has
poinfed out that the Commission in its Tariff Order of June 2004 has categorically stated that
expenses on account of VSS will be tariff neutral to the consumers. It has stated that the new
recruitments are not on account of VSS. Recruitments of employees is made based on
requirements of specific skill sefs in the organisation which were earlier either missing or were in

short supply.

The Petfitioner has also submitted that it is bound by the provisions of the Transfer Scheme, which
interalia, provides that the Petitioner shall continue to follow the rules as applicable to erstwhile

DVB employees. It has also stated that no wage revision is due currently.

2.13 Voluntary Retirement Scheme
2.13.1 Objections

The Bharatiya Mazdoor Sangh has pointed out that the DISCOMS have requested for allowing of
expenditure incurred against VRS/SVRS payments made to their employees. It has pointed out that
in the BST Order of February 2002, the Commission observed that it had no jurisdiction in the matter
of employees. They have also pointed out that the DISCOMs have filed a Civil Writ Petition before
the Hon'ble High Court of Delhi for payment of pensioners and terminal benefits o employees
opting for VRS/SVRS by GNCTD. They have submitted that the principle of res judicata operates
upon the DISCOMs as the DISCOMs have been making similar prayers at two forums when the
matter is subjudice in the Court. They have further suggested that since the DISCOMs suppressed
this fact in their petitions before the Commission, the DISCOMs are liable for appropriate action for

not disclosing/concealing the factual position.

Residents Welfare Association, Rohini has enquired whether the Government has made any
budget provision for these companies for VSS to the employees at the time of privatisation and as

to why the companies are not utilising those funds for meeting the liabilities arising out of VSS.

The Udyog Nagar Industrial Complex has objected to the passing of the VRS burden to the
consumers on the grounds that the DISCOMs will benefit from VSS in the form of reduced employee
costs in the coming year. It has submitted that no tariff hike should be allowed to take care of the

VSS cost. Mayapuri Industrial Welfare Association and Senior Citizens’ Forum have suggested that
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the cost of VSS should not be passed to the consumers as benefits are likely to be retained by the

Licensees and not by the consumers.

Jan Sehyog Manch and Mr. A. K. Gupta have objected to the Petifioner's recruitment of 916
employees during FY 2004-05 after offering of VSS Scheme to 1798 employees since with the fresh
recruitment, the benefits envisaged under VSS scheme may not materialise. The Association has

further questioned the employment of large-scale manpower by way of outsourced activities.

2.13.2 Response of the Petitioner

The Pefitioner has submitted that no provision was made by the Govt. for funding for VRS and all
payments on this account have been made by the Pefitioner. It has also reiterated that the new
recruitments are not on account of VSS. Recruitment of employees is made based on requirements

of specific skill sets in the organisation, which were earlier either missing or were in short supply.

2.14 Other Expenses

2.14.1 R&M Expenses
2.14.1.1 Objections

TRANSCO has brought to the notice of the Commission that the variance of R&M expenses with
respect to that approved by the Commission for FY 2004-05 is 31% in case of BRPL, 48% in case of
BYPL and 62% in case of NDPL. Further R&M expenses are estimated by assuming escalation of 8%
in case of BRPL and BYPL and 6.5% in case of NDPL. TRANSCO has requested that the Commission
may verify the extent of materials issued by the stores while considering revised estimates of R&M

expenses.

Mr. N. Ahuja has contended that expenditure on R&M should show a reducing frend rather than
an increasing trend as projected by the DISCOMSs, as substantial capital investment has been
carried out by DISCOMs.

The Bharatiya Mazdoor Sangh has opined that the claims of huge capital investments of the
DISCOMs and increased R&M expenses are contradictory. It has pointed out that R&M expenses
should be negligible in case of frue capital investment. It has submitted that R&M expenses and

capital investment of the DISCOMSs be carefully examined.

Jan Sehyog Manch and Mr. A. K. Gupta have brought to the notfice of the Commission that

reduction in number of 11 kV cable faults is not attributable to effectiveness of R&M expenses but
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attributable to replacement of such cables and relief of fransformer loading conditions due to
addition of transformation capacity. Further, the Association has expressed its displeasure at the
state of feeder pillars/service pillars. The Association has questioned higher expense on the

following counts:

e The Association has pointed out that the cost of overhauling an 11 kV breaker at Rs. 50,000 per
equipment is on higher side and suggested that the same should be included as part of AMC
contracts of zones.

e The Association has questioned the amount of Rs. 2.2 Crore spent on Streetlight as part of R&M
expenses and asked the Pefitioner to clarify why the same has not been recovered from the
sponsoring agencies like MCD, DDA, PWD, etc.

e The Associatfion has contended that the expense of Rs. 5 Crore for hire of vehicles for mobile
maintenance vans is on the higher side. Considering an average cost of Rs. 25,000 per month
for a mobile maintenance van, it amounts to hiring of 167 vehicles throughout the year across
46 zones.

e The Association has asked the Petfitioner to clarify the reasons for non-recovery of claim
towards the amount of Rs. 1.50 Crore spent on repair of burnt distribution transformer @ Rs.
75,000 per transformer under “Industrial all risk insurance” policy.

e The Association has asked the Petitioner to submit its annual maintenance contract format for
46 zones and 2 systems and provide justfification of rates for such annual maintenance
contracts.

Jan Sehyog Manch has further requested the Commission to allow R&M expense to the tune of Rs.
30 Crore in FY 2004-05 and Rs. 33 Crore in FY 2005-06.

2.14.1.2 Response of the Pelitioner

The Petitioner has submitted that given the decrepit condition of the Network that was inherited by
the Petitioner, a large capex is required to overhaul the same. Further, all such schemes are
implemented only after the approval of the Commission. It has stated that out of the 548 number
of 11 KV feeders in NDPL, 162 feeders have been designated as Fault Free Feeders, which are
continuously monitored. As a result, there has been no tripping on more than 30 feeders. On the
rest of the feeders, the average tripping has been about 1 to 2 in 3 months, except for a few
lengthy feeders of district Narela, Bawana and Shalimar Bagh, which run into several kilometers.
Nevertheless, outage duration on such long feeders was also reduced by over 50% by using

technical interventions in the form of Ring Main Units, Auto Reclosures and Sectionalisers efc.

The Petitioner has further submitted that the condition of Feeder Pillars (FP) and Service Pillars (SP),
when NDPL took over was in a dilapidated condition. At most of the places the FP's and SP’s had

missing doors, broken locks, burnt out fuses, loose hanging wires efc. The Petitioner has stated that
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it fook the initiative of replacing/ repairing the same but the replacement / repairing of the entire
population is going fo take fime as at certain places, and the network needs to be replaced with
HVDS / LT ABC, which is more safe and reliable. The Petitioner has pointed out that NDPL has
already replaced/repaired more than a 1000 feeder pillars/service pillars out of the existing
population of 3000. It has highlighted that as a step towards ensuring safety, it is putting locks and

carrying out minor repair works till such fime HVDS/LT ABC jobs are done.
2.14.2 A&G Expenses

2.14.2.1 Objections

Mayapuri Industrial Welfare Association has questioned the increase in A&G expenses while the
company has reduced its manpower strength by way of SVRS Scheme. The Association has
requested the Petitioner to provide basis and details of outsourced services such as cable jointing,

meter reading, meter replacement, and complaint handling and attending.

TRANSCO has brought to the notice of the Commission that the variance of A&G expenses with
respect to that approved by the Commission for FY 2004-05 is 99% in case of BRPL, 82% in case of
BYPL and about 2.5% in case of NDPL. Further A&G expenses are estimated by assuming escalation
in excess of 4% over the previous year's expenses. TRANSCO has submitted that the escalation in

A&G expenses be assumed considering normal growth in A&G expenses.

The Wazirpur Industrial Association has objected to the proposal of NDPL for allowing automatic
increase in A&G expenses. It has also objected to the advertisement expenses being charged by
NDPL. It has submitted that communication with the consumers can be sent along with monthly
bills. It has further submitted that the burden of the internal magazine being brought out by NDPL

should not be passed on to consumers.

The Association has also objected to NDPL's expenses under the head ' commission on collection
of electricity tax’ on the grounds that no expenses are incurred on the collection of the same as

electricity tax is paid by consumers alongwith regular bills.

Jan Sehyog Manch, Mr Lalit Gupta and Mr. A. K. Gupta have questioned higher expense on the

following counts:

The Objectors have questioned legal expenditure at Rs. 2 Crore and requested the Petitioner to
provide break-up of legal expenditure for defense of cases and instituting the suits. The objectors
further questioned employment of senior Counsel at high cost for Permanent Lok Adalat. The
Wazirpur Industrial Association has objected to an increase in legal expenses being incurred by

NDPL on the grounds that NDPL is incurring expenses on senior counsels even on cases where their
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engagements are not required and that NDPL is paying a high fee of Rs. 1500 per case in frial

courts to its counsel.

The Objectors have suggested that expense on rent for office space should reduce during FY
2004-05 and FY 2005-06 on account of reduction in 1798 employees through offer of VSS.

e The Objectors have suggested that the Petitioner should use taxis in place of private vehicles
to control its hire charges.

e The Objectors have questioned the benefit of expense of Rs. 39 Lakh spent on advertisement in
FM Radio. They have instead suggested use of leaflets/pamphlets along with bills for
communication of inifiatives.

¢ The Objectors have suggested that either Call Centre/Complaint Centre should exist otherwise
it result in excess expenditure for duplication of work.

¢ The Objectors have pointed out that the meter reading charges of Rs. 125 per reading for
remote reading of consumers having load above 50 kW is on the higher side and has
requested the Petitioner to provide justification for the rate of meter reading.

The Objectors have further questioned expenses on security and house keeping.
2.14.2.2 Response of the Petitioner

The Petitioner has submitted that any uncontrollable cost (on account of change in tax rates etc.)
should be allowed automatically in line with the provisions of Draft Natfional Tariff Policy. It has
submitted that as various functions have been restructured, it is imperative to have these functions
operate from one physical location or near to that location, which sometimes, makes it imperative

to hire the space. However, all such expenses are undertaken with due prudence

In respect of the expenses on advertisement on FM Radio, the Petitioner has stated that the FM
Radio has been a very useful media for educating the Consumers of NDPL on various issues and
Schemes and for pre-informing them of power cufs efc. However, all such expenses are

undertaken with due prudence.

The Pefitioner has stated that it is not gefting any support from police etc. in protecting its
employees, property or for carrying out inspections at the premises of consumer etc. Even the
police profection that was extended to erstwhile DVB while carrying out inspections etc. is not
available to the Petitioner. Further, in order to curtail the AT&C losses, a number of unpleasant steps
like disconnections etc. need to be carried out, which generates public commotion and
additional security is required to protect personnel, property etc. Due to all these constraints, it
becomes imperative for the Petitioner to hire security personnel. It has pointed out that in a
number of instances, the employees of NDPL have been severely beaten up by miscreants while

performing their duties.
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With regard to the use of vehicles, the Petitioner has submitted that breakdown vans are being
used round the clock for attending to faults/breakdowns and “No Current Complaints” of the
Consumers. It has stated that the cost of vehicles includes hire charges of the vans, fuel charges

and driver charges

On the issue of existence of either Call Centre or Complaint Centre, the Petifioner has submiftted
that it has always propagated the call centre number for lodging of complaints pertaining to no
supply and non functioning of street lights. The duration in which the complaint gets attended is
very important from the point of view of consumer safisfaction. In order to achieve the same, it is
essentfial that the complaints are recorded and complaint number generated so that the
consumer may give reference of the same if the complaint is not getting attended. The call center
is also used for escalation of complaints to higher levels automatically which is not possible from a
service center. It has submitted that eliminating Complaint Cenfre is a good idea but keeping in
mind the profile of a significant number of consumers, who do not feel comfortable making a call
and prefer to lodge complaint in person, it has to continue with the Complaint Centre for the time

being.

In respect of meter reading charges, the Petitioner has mentioned that meter-reading charges are
not paid for remote downloading but is paid for downloading at the premises of the consumers.
The complete process involves breaking of seals on the Meter Box, downloading the data using
CMRI, putting back the Seals, filling up the Protocol Sheets, getting the same signed from
Consumer and then downloading the data in the Back office for processing. Given this long
process and the scatteredness of such Consumers, whose meters are read through this process,
the complete process becomes very time consuming. It has mentioned that due diligence has

been carried before fixing the rates.

With respect to legal expenses, the Pefitioner has submitted that decision on all such expenses in
NDPL is taken prudently, taking intfo consideration the overall interest of the Company and power

sector in general as prevalent in Delhi.

2.14.3 Interest on Long Term Loans
2.14.3.1 Objections

The PHD Chamber of Commerce and Industry has referred to the submission of DISCOMs of 1%
addifional interest being borne by them on account of delay in creating security in favour of
lenders by the Holding Company and submitted that the Holding Company be asked to expedite

creation of security af the earliest.
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2.14.3.2 Response of the Petitioner

The Petitioner has clarified that the security has since been created by the Holding Company.
2.14.4 Interest on Security Deposit

2.14.4.1 Objections

Jan Sehyog Manch and Mr. A. K. Gupta have contended that the Petitioner is liable to pay interest

at bank rate on security deposits received from consumers.

The Senior Citizens' Welfare Association has submitted that the consumers should be allowed a 16%
return on deposits made by consumers on the grounds that consumers have to bear reasonable
return of 16% to be provided to DISCOMs, fixed charges, consumption charges, tax free perquisites
given to the employees of DISCOMs and expenses of VRS for which eventual benefits would go
only to the DISCOMs.

2.14.4.2 Response of the Petitioner

The Petitioner has submitted that the matter of interest on Security deposit has already been taken
up with DERC. Further, it has stated that 16% return on Equity allowed to DISCOMs is subject to
achievement of reduction in AT&C losses, as per the Agreement with GoNCTD. Such an investment
carries a lot of risk as even 1% non achievement in reduction of AT&C losses can wipe out almost
the entire return of that year. It has argued that the consumer deposit does not carry that risk and

therefore, cannot attract the same return.

2.14.5 Cost of Land
2.14.5.1 Objections

The Wazirpur Industrial Association has submitted NDPL does not need to procure new spacesince
sufficient office space, land and buildings is at its disposal and some of these buildings are lying
vacant. Further, it has objected to the high rate at which NDPL has procured the building at Model
Town for housing the consumer Grievance Forum. It has submitted that the same has been

procured with a stipulation of 10% yearly increase in rent.

The PHD Chamber of Commerce and Industry has pointed out to the submission of the Petitioners
regarding DDA/MCD/DSIDC charging commercial rates for land to be used for building of sub-
stations, efc. and requested the Commission to direct the GoNCTD to resolve the matter at the
earliest. It has submitted that land should be made available to the Petitioners at subsidised cost so

that there is only an incremental impact on tariffs.
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2.14.5.2 Response of the Petitioner

The Petitioner has endorsed the views of the Stakeholder that charging commercial rates or any
other rate for the land to be made available to NDPL for setting up of sub-stations etc. would
adversely affect the ftariff. It has submitted that it will request for kind intervention of the
Commission fo resolve the issue. Further, it has submitted that it is making judicious use of all its
properties and is not procuring any land for its office etc. The Petitioner has clarified that the

Grievance redressal Forum situated in Model Town is housed in the own building of NDPL.
2.15 Truing up

2.15.1 Objections

The Peoples’ Power Network and the Consumer Coordination Council have submitted that the
frued up amounts from previous years should earn return at the rate in proportion of 70: 30 Debt:

Equity and not pure equity.
2.15.2 Response of the Petitioner

The Petitioner has submitted that the Commission is following the same principle as regards truing
up amounts. It has stated that it is the Pefitioner who has sought the cost of equity to the extent

Return on Equity was deferred because of lower allowance in the first instance.

2.16 Return on Equity
2.16.1 Objections

TRANSCO has submitted that the proposed high return on equity is attributable to proposal of high
capital investment plan of DISCOMs. Rationalisation of capital expenditure would obviate need for

fresh infusion of equity capital and in turn reduce return on equity component of ARR.

TRANSCO has objected to DISCOM's request for admitting return on equity on the closing balance
of equity and free reserves by stating that the capital expenditure and investment of free reserves
towards capital expenditure is generally spread across the entire year. Accordingly, return on
equity should be allowed on the average of the opening and closing balance of free reserves

utilised for funding of capital investment.

The Peoples’ Power Network and the Consumer Coordination Council have suggested that Return

on Equity should be applied to average equity over the year and not to the end of year equity.

2-42 Delhi Electricity Regulatory Commission




2. Response from Stakeholders

Shri. K Ashok Rao, Convenor of the National Working Group on Power has submitted that the
calculations of the DISCOMs claiming the 16% rate of return includes an item called ‘deemed
investment on the business’. He has requested for the details of these ' deemed investments' to be
made public. He has further requested the Commission to order the Utilities to make public their

accounting policy along with their balance sheet and performance budget.

Mayapuri Industrial Welfare Association has suggested to renegotiate the rate of return on equity

to areasonable level keeping in view the current market frend.

The PHD Chamber of Commerce and Industry has pointed out that NDPL has computed return on
the basis of ‘equity and free reserves at the end of the year’ instead of equity and free reserves at
the beginning of the year'. It has submitted that the Commission should allow return only on equity
and free reserves at the beginning of the year on the grounds that only equity and free reserves
available at the beginning of the year are used for earning returns during that year. It has
submitted that the Policy Directions need to be re-interpreted and if considered appropriate, the

same should be referred to the GoNCTD and MoP for clarification.

Further, it has submitted that 16% assured return is out of sync with the current scenario where
interest rates have stabilised. It has suggested that the Commission may consider this issue and

refer the matter to the GoNCTD for reconsideration, if deemed appropriate.

Shri Vijay Kumar Gupta has submitted that Return on Equity is misconceived by the Commission
and the Petitioners. He has mentioned that the DISCOMs are claiming income tax and other
related taxes as expenditure in the ARR. These taxes could be claimed in the ARR as expenditure if
the Policy Directions had assured the DISCOMs a clear profit of 16%. However, the Policy Directions
assure the DISCOMs of a Return on Equity of 16% thereby implying pre-tax return 16% and not post
tax return of 16%. He has further submitted that all income tax already claimed/allowed should be

reversed while fruing up the accounts of the DISCOMs.

The Bharatiya Mazdoor Sangh has pointed out that though the DISCOMS can avail loan from the
open market at considerably low rates of interest, they are following the path of higher returns by
way of re-investment of their return so as fo further gain 16% rate of interest. The Mazdoor Sangh
has stated that this process is defrimental to the interest of consumers and should not be permitted.

They have suggested that RoE should be limited o the paid-up share capital of DISCOMS i.e. 51%.

2.16.2 Response of the Petitioner

The Petitioner has submitted that as per the Policy Directions issued by GoNCTD, the Petitioner is
entitled to 16% return on the issued and paid up capital and free reserves as these reserves are put
into beneficial use for purpose of electricity distribution and retail supply subject to achievement of

reduction in AT&C losses. It has stated that the allowable return is governed by provisions of
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Transfer Scheme which provides for an assured return of 16% per annum provided the AT&C bid

loss levels are achieved by the DISCOMs.

The Petitioner has submitted that the Commission is calculating return by applying the rate of return
to average equity over the year and not end of year equity However, the Policy Directions

stipulates that rate of return be calculated on End of Year Equity.

The Petitioner has mentioned that the Commission evaluates the prudency of the expenditure
incurred by the Company which has been audited by reputed firms. It has stated that in its
response to Draft “Terms and conditions for Tariff determination” to DERC, NDPL has suggested that
aforesaid expenses should be allowed by DERC on normative basis with a provision for adjustment
in case of Force Majeure condition and that any savings achieved by the licensee shall be
allowed to be retained by the Licensee. As the return is built info the tariff payable by the
consumer, each payment against a Consumer bill results in return being earned and consequently
being ploughed back into the business. Consequently, it is only fair that the return be allowed on

the equity and free reserves at the end of the year as this reflects the true picture.
2.17 DVB Arrears

2.17.1 General Objections

Shri Vijay Kumar Gupta has submitted that the arrears of the erstwhile DVB should be checked
minutely as large-scale misappropriation is apprehended in the same. He has mentfioned that such
misappropriation is evident from the total amount shown as recovery by DISCOMs out of the

arrears of approx. Rs. 5000 Crore of the erstwhile DVB.

The Consumer Coordination Council has referred to the Commission’'s recommendation fo the
Government for ploughing back the Holding Company’s share of 80% in the context of recoveries
against accumulated DVB arrears and submitted that it would be appropriate fo plough back the
recoveries against accumulated DVB arrears. It has further submitted that assuming Rs. 100 Crore
per year as the 80% share, ploughing back the recoveries against accumulated DVB arrears would

result in Government support of Rs. 500 Crore over a five year period.

The Peoples Power Network and the Consumer Coordination Council have submitted that the 20%
commission for DISCOMs for collection of dues of DVB is enormously high given that the standard
commission is 1-3% in such cases. The Consumer Coordination Council has stated that such high
rate of commission in addifion to 16% return on equity increases the effective Return on Equity to

over 21%.

The Wazirpur Industrial Association has submitted that expenses incurred on collection of DVB

arrears should not be allowed. The Consumer Coordination Council has also objected to this.
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2.17.2 Response of the Petitioner

On the issue of large scale misappropriation in DVB arrears, the Petitioner has submitted that the
details of DVB Arrears have been sent to DPCL from time to time and that their (i.e. NDPL's)
accounts are available for audit at any fime. It has further submitted that as an alternative, the
Commission may treat this collection as non-regulated income under Section 51 of EA 2003 as the
collection of DVB arrears is not the regular business of Distribution Companies and shall be treated

as distinct and separate business of the Company.

On the issue of 20% commission on collection of DVB arrears, the Petitioner submitted that the
Commission in its earlier Tariff Orders has considered this 20% commission on DVB Arrears as Non
Tariff Income and hence the DISCOM does not get any additional return for collecting past DVB

arrears.

On the issue of expenditure towards collecting DVB arrears, the petitioner has submitted that the
incremental revenue realised (which in furn is used by the Commission for fariff determination) by
Distribution Companies far exceeds the expenditure incurred thereon, and hence should be

allowed.

2.18 Sale of Energy and Revenue Realisation
2.18.1 Objections

TRANSCO has requested the Commission to carry out a careful scrutiny of change in the consumer
mix as this has a substantial impact on overall revenue gap for the Sector. TRANSCO has
highlighted that DISCOMs have projected lower revenue by projecting a growth rate higher than
past frends for energy sale to domestic category and a growth rate lower than past trends for non

domestic (BRPL and BYPL specifically) and industrial categories (all 3 DISCOMs).

TRANSCO has drawn the attention of the fact that sale to industrial categories in case of the
Petitioner should show a remarkable increase due to relocation of industries operating from non-

conforming areas to areas of the Petitioner.

TRANSCO has further submitted that the sale to non-domestic category should also increase at a
higher rate as DDA and other developing agencies are envisaging development of large

commercial complexes with District Centres with air-conditioned shopping complexes/malls.

TRANSCO has requested the Commission to determine DISCOMs energy requirement based on the
projection of sale of energy by DISCOMs and not based on projection of energy sale by TRANSCO
as the energy requirement projected by DISCOMs in the Petition is substantially lower than that
submitted to TRANSCO prior to submission of the Petitions.
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TRANSCO has drawn attention of the Commission to the fact that per unit realisation in FY 2004-05
over the period FY 2003-04 does not exhibit increase in proportion to the tariff hike and reduction in

AT&C loss achieved during the period.

The Peoples’ Power Network and the Consumer Coordination Council have pointed out that a
high reduction of about 50% has been observed in industrial consumption in both BRPL and BYPL
but no reduction for NDPL has been notficed. It has therefore, requested the Commission to review

the data to ensure that there are no errors in calculation by the Companies.

Joint Committee of Residents Welfare Association of Pitampura submitted that the figures given by
NDPL for street lighting are not correct since they have not considered the street lighting that has

been removed from the back lanes of DDA flats, such as, in Pitampura.

Jan Sehyog Manch has brought to the notice of the Commission that the wide disparity between
per capita consumption of erstwhile DVB employees and that of the State of Delhi indicates a
possibility of theft. They have suggested that these employees should be offered an allowance
equivalent depending upon their entittement instead of being levied charges for electricity
consumed at subsidised rates. This would ensure utilisation of electricity in a prudent, economic

and efficient manner.

2.18.2 Response of the Petitioner

The Petitioner has submitted that all its accounts/figures are open to scrutiny by the Commission.

On the issue of figures for street lights, the Petitioner has added that the street lighting figures are
based on the joint surveys conducted every month by NDPL and the MCD, which forms the basis

for making payment by MCD to NDPL for Street Light Maintfenance etc.

It has endorsed the views of the objectors for providing fixed amount to employees towards

concessional electricity and has submitted that it has already taken up the matter with DERC.

2.19 Tariff Policy and Tariff Structure
2.19.1 Tariff Policy
2.19.1.1 Objections

Chetna has requested the Commission to define the term ‘Tariff Shock, which have been used by
the Commission in its earlier Tariff Orders. Chetna has suggested two alternatives for definition of
Tariff Shock for the Commission’s consideration. One of the options is any tariff increase beyond
wholesale price index which is ruling at around 5% to 6% should be considered as Tariff Shock.

Another opftion is any increase beyond the increase in cost of input i.e. 2% to 3% is treated as a
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Tariff Shock. For any increase in the ARR which have potential to result in the Tariff Shock, Chetna
has submitted that the Commission should either ask the GNCTD to support the revenue gap or

should find ways and means to keep tariff increase within the limit of Tariff Shock.

Residents Welfare Association, Rohini has stated that they strictly oppose any hike in the tariffs.
Delhi State Villages Development & Welfare Sangh has submitted that as claimed by NDPL, theft
had now been controlled to a great extent. Therefore, when theft has been reduced substantially,

any increase in tariff will be great injustice to the honest consumers.

The Bharatiya Mazdoor Sangh has submitted that the contenfion of the DISCOMs for the
determination of tariff on the basis of their paying capacity is unfounded and illegal as no
provisions in the Transfer Scheme or Policy Directions or the Reforms Act stipulate such a condifions.

They have further suggested that the submission of the DISCOMs should be rejected.

The Wazirpur Industrial Association has suggested that unit rate of HT ftariff should be made
equivalent to the tariff for DMRC as there are no T&D losses in case of HT metering. It has further
submitted that the tariff for consumers should be reduced on account of reduction in T&D losses on

LT lines.

The Federation of Rohini and North-West District RWAs, the Narela Relocation Industrial Welfare
Association, Jyoti Punj Society and the Dall and Besan Millers Association have submitted that the
benefits or profits of NDPL's performance should not be shared with consumers of other DISCOMs

and should be passed on to consumers of NDPL only in the form of lower tariffs.

Federation of DSIDC Entrepreneurs Association has appreciated the tariff rationalisation suggestion

of lower rate for higher consumption proposed by NDPL.

The Federation of Co-operative Group Housing Societies Dwarka Ltd. has submitted that while an
outside confractor taking electricity at 11 kV and reselling it fo other consumers is getting 27%
discount, an identical system managed by a democratfically and voluntarily formed managing
committee with the aim of co-opertaion and management for day to day affairs of a society on
“no profit and no loss” basis is being given a 15% discount. It has objected fo such discrimination in
tariff.

Shri Tilak Raj Mukhija and the IMD Employees Co-op Group Housing Society Ltd. have submitted
that an increase in tariff will not be required if the accounts of the DISCOMSs are put to strict scrutiny
by experts under the supervision of the Commission to avoid any manipulation/misrepresentation

of accounts and theft and if VRS to employees is debited to the profits of the DISCOMs.

Further, they have suggested that the multiple slabs and rates in the domestic/mixed category be

replaced by a single tariff system for all categories of users as the different slabs and rates tempt
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consumers to manipulate consumption in a manner such that the minimum bill is received. They
have further submitted that the loss of revenue on this account is very high and is indirectly a

subsidy to manipulators at the cost of honest consumers.

The Naraina Small Industries Welfare Association Phase - |, Federation of Delhi Small Industries
Association and the Delhi Chamber of Commerce and Industry have supported NDPL's proposal
for reduction in tariffs as consumption increases for SIP and LIP consumers. The Naraina Small
Industries Welfare Association Phase — | has reasoned that this would encourage the SIP and LIP
consumers to go for single point delivery at higher voltages thereby leading to a reduction in

technical and commercial losses.

The PHD Chamber of Commerce and Industry has submitted that while the efforts of NDPL towards
computerisation of operations and renovation/modernization/augmentation of the distribution
network are laudable, the benefits of such efforts should be reflected in the form of reduction in

tariffs.

Mayapuri Industrial Welfare Association, New Rohtak Road Manufacturers Association and All India
Federation of Plastic Industries further submitted that since the DISCOMs are buying power in kWh,
they should charge the consumption on the basis of kWh only and not on the basis of energy

measured in kVAh.

2.19.1.2 Response of the Petitioner

The Petitioner has submitted that deciding the tariff for different categories is prerogative of DERC
and is decided by DERC based on the “Annual Revenue Requirement” of Distribution Companies,
Transmission Company and Generation Companies. It has stated that the Policy Directions clearly
provide that tariff shall be determined by DERC in a manner such that DISCOMs earn at least a
Return on Equity of 16%, after meeting all expenses. This is achieved by the Commission by
following the principle of “Capacity to Pay” by DISCOMs to Transco for the power purchased by
DISCOMs. This principle is elaborated in the information memorandum issued by GoNCTD prior to

privatisation.

The Petitioner has also mentioned that the average tariff hike during the erstwhile DVB period was
more than 16% compounded per annum over a period of 1991-92 to 2001-02 whereas the average
tariff hike since privatisation has been less than 3% per annum, which is even less than the current

rate of inflation in the country.
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2.19.2 Cross Subsidy
2.19.2.1 Objections

Young Friends Co-op. Group Housing Society Ltd. submitted that it is often said that domestic
consumers are being subsidised by industry and commercial entities who pay a higher rate but
that this is a myth. The objector stated that for all such commercial ventures, electrical energy is
input and the cost of final output or product also includes the cost of electrical energy. The

consumers thus pay for it in proportion fo the quantity of the product they purchase.

Resident’s Federation of Rohini Coop. Group Housing Societies has strongly objected to NDPL's
proposal of charging the domestic consumers by applying the principle of ‘higher consumption
higher charge' and non-domestic consumers on telescopic rates. The Federation has argued that
the non-domestic consumers are making profit only because of the energy being supplied to them
and hence the Petitioner has right to claim some portion of their profit as the commercially
established and accepted principle of ‘cost of service’ and ‘value of service'. The Federation has
pleaded for cross subsidy in the tariff structure with non-domestic consumers subsidising the

domestic consumers.

Ms. Neeta Gupta has submitted that though the cost of supply at higher voltages is lower than that
at lower voltages, supply at higher voltages is being charged at higher rate. As a result, the
DISCOMs are deriving benefits from the HT consumers. She has mentioned that despite their best
efforts, even the private Distribution Companies have failed to reduce AT&C losses which has been
around 40-50% for many years now. This is mostly due to supply in lower voltages contrary fo supply
at higher voltage that eliminates losses. She has submitted that consumers availing HT supply has to
pay more than those availing LT supply. She has further submitted that this is unconstitutional and

discourages the concept of taking supply at higher voltages.
2.19.3 Industrial Tariffs
2.19.3.1 Objections

Mayapuri Industrial Welfare Association has pointed that the tariff under category 3.12 i..e for
“Industrial Power (SIP) on 11 kV Single Delivery Point for Group Consumers” has been fixed based
on the Power Factor of 0.85. However, for SIP Category, the tariff has been worked out based on
Power Factor of 0.87 instead of 0.85 as with PF of 0.85, the tariff works out to 412 paise/kVAh instead
of 424 paise/kVAh. By citing an example, the Association has submitted that for the consumption
of 10,000 kWh, the bill will be higher by Rs 1379 if billed in kVAh instead of kWh considering the PF of
0.85. The Association has requested the Commission to rectify this discrepancy and direct the
DISCOMs to recalculate the bills of SIP consumers for the last 10 months and refund the excess

amount paid by them.
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The Udyog Nagar Industrial Complex and All India Federation of Plastic Industries have also
submitted that the tariff for SIP category in kVAh billing of 485 paise./kVAh is incorrect as with PF of
0.85, the tariff works out to 412 paise/kVAh. It has also requested the Commission to direct the
DISCOMs to refund the excess amount paid by consumers. Shri Vijay Kumar Gupta has also
submitted that considering kWh rates @ Rs. 4.84, kVAh tariffs for ‘Small Industrial Power’ for FY 2004-
05 should be Rs. 4.12/kVAh instead of Rs. 4.24/kVAh.

The Naraina Small Industries Welfare Association Phase — | also submitted that kVAh tariff for SIP

consumers should be based on a PF of 0.85.

Friends Colony Industrial Association submitted that the tariffs for SIP and other consumers should
not be increased in any case and when BYPL is committed to loss reduction, the tariff should come

down and not increased.

Engineers Association Okhla submitted that the energy charges for small industrial units should not
be increased on the grounds that these units are already in a bad shape due to the current

business scenario.

Udyog Nagar Factory Owner's Association has suggested to intfroduce bulk discount scheme for
industrial consumers having consumption above 5000 Units to curb theft. They have suggested slab
structure with first slab of 5000 to 7500 units, second slab of 7500 fo 15000 units, third slab of 15000 to
25000 units and fourth slab of 25000 to 40000 units. Patparganij F.I.E. Entrepreneurs Aeepciation has
also suggested that bulk discount scheme should be introduced for indusfrinsumer to

encourage higher consumption of electricity.

Patparganj F.L.E. Entrepreneurs Association has suggested that load limit for SIP category should be
increased from 100 kW to 200 kW keeping in view the competitive environment for small industries.
Patparganj F.I.E. Entrepreneurs-Association has also suggested that a consumer should be placed
in LIP category from SIP co’re only if the meter reading is above 100 kW for successive 3
months. This would ensure that the consumer is not penalised for some electrical fault in his Plant,
which might have resulted in reading of MDI above 100 kW. Mr. Suraj Prakash has suggested that
conversion from SIP fo LIP category should only be applied for 2 months in addition to the month in

which MDI has exceeded beyond 100 kW.

Shri Tilak Raj Mukhija and the IMD Employees Co-op Group Housing Society Ltd. have pointed out
that the Small Industrial consumer is forced to pay a higher tariff on account of more than one
connection in the same building with power connection of less than 100 kW each. They have
further pointed out that the DISCOMs have started clubbing all these connections on the pretext
that the MDI of all meters is above 100 kW and are proposing to charge a higher tariff and in

addition for the past six months revision into LIP category and are insisting on the installation of the
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fransformer. They have submitted that tariff be amended to the extent that there is no clubbing of

MDI between meters and only the person whose MDI is more than 100 kW be charged extra.

2.19.3.2 Response of the Petitioner

The Petitioner has submitted that it does not club any two or more connections if they are feeding
separate premises. Further, the connections are converted to LIP category strictly on the basis of

MDI reading of that particular connection.

In respect of assessment of SIP Consumers on LIP basis, the Petitioner has submitted that the current
time limit of assessment of SIP Consumers on LIP basis for a period of six months from the date their
MDI reading crosses 100 KW seems reasonable and will prompt the consumers to declare their
exact load, which will enable NDPL fo plan their network and provide better service to its

consumers.

On the matter of anomaly and inconsistency in SIP Tariff, the Petitioner has requested that that

Commission may comment on the issue.

2.19.4 Comparison of Retail Tariff in Delhi and neighbouring States
2.19.4.1 Objections

Shri Vijay Kumar Gupta has submitted that the comparison of retail tariffs with that prevailing in
neighbouring States has no meaning as none of the Distribution Companies in these States is

getting bulk supply at a rate as low as that in Delhi, i.e. from Rs. 1.56/kWh to Rs. 2.07/kWh.

The Naraina Small Industries Welfare Association Phase — | has objected to the high tariffs prevailing
in Delhi on the grounds that the tariffs prevailing in Delhi are the highest as compared with
adjoining states although the services rendered in Delhi cover a smaller area compared to other

States leading to a lower service cost in Delhi.
2.19.5 Power Factor

2.19.5.1 Objections

Shri Tilak Raj Mukhija and the IMD Employees Co-op Group Housing Society Ltd. have expressed
concern over the proposal of DISCOMs to install fransformers at the site of consumers. They have
submitted that the DISCOMs are looking for ways to extract money from consumers rather than
providing services at a reasonable cost as the DISCOMs have the systems to improve the PF at their

end but propose to provide shunt capacitors at a cost to the consumers.
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Friends Colony Industrialist Association submiftted that the power factor should be nearly 0.85 and
not 0.9 and that the maintenance of power factor should be the responsibility of DISCOM and not
the consumer. The Associatfion also requested that the kVAh biling should not be forced on

consumers.

Shri Vijay Kumar Gupta submitted that low power factor or kVAh biling should be charged only
from industrial consumers. The DISCOMs are duty bound to supply quality power to the consumers
and maintaining the power factor is the duty of DISCOMs. He has further submitted that the power

factor for all purposes should remain at 0.85 only and not at 0.90 as proposed by the Petitioners.

The Udyog Nagar Industrial Association has submitted that the DISCOMS have proposed
consideration of tariff based on a power factor of 0.90 with the objective of an indirect increase in
tariff. It has further submitted that there is no provision for imposing a power factor of 0.90 as the
Electricity Supply Act 1948, provides for a mandatory power factor of 0.85. The Delhi Chamber of
Commerce and Industry and Federation of Delhi Small Industries Association have submitted that

power factor should be 0.85 and should not be enhanced to 0.90

Engineers Association Okhla has objected to the increase in average PF to 0.9 on the grounds that
the DISCOMs cannot expect PF of 0.85 or more when they are not able to supply energy at 0.85 PF
and that at the point of receipt of electricity, PF is 0.65 or less on most of the occasions. The
Naraina Small Industries Welfare Association Phase - | has also objected to the proposal of BRPL to
install capacitors to improve power factor on the grounds that consumers cannot be expected to
maintain a PF of 0.9 when the DISCOMSs themselves cannot supply with PF of 0.85. It has stated that

on many occasions, PF of incoming supply has been noted as less than 0.70.

Mr. Surgj Prakash has requested the Commission to consider levying of advance consumption

charges based on 2.0 months consumption.

2.19.5.2 Response of the Petitioner

The Petitioner has submitted that it is the responsibility of the consumer to maintain the Power
Factor at their end so as to protect the complete system, which will otherwise, affect the quality of
power supply, thereby, affecting a large number of other consumers and is therefore, imperative
for them to install shunt capacitors for improving the power factor. It has further submitted that it is

paying not only for KWH consumption but also for the reactive poweri.e. KVArh consumption.

The Petitioner has once again submitted that deciding the tariff for different categories is the
prerogative of the Commission and is decided by the Commission on the basis of the “Annual
Revenue Requirement” of Distribution Companies, Transmission Company and Generation

Companies.
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2.19.6 Domestic Tariffs
2.19.6.1 Objections

Common Cause has submitted that the residents of Delhi are feeling exasperated at the
continuing increase of rates of supply of electricity. The objector submitted that the extensive thefts

of electricity are being compensated by the increasing the tariff.

Dr. Y K Agarwal submitted that the tariffs have increased three-four fimes since BSES has taken over
without providing any additional facilities. Young Friends CGHS has submitted that it is well
recognised not only in India but also in other countries that domestic consumption should have
slab rates for the two reasons namely socio-economic and need for conservation. The objector has
suggested that the slabs shall be increased to four as existing earlier i.e first 100 units, next 100, next
200 and above 400 units per month as the same would also compensate for changing over to
expensive CFLs from conventional bulbs. The objector has also given the domestic tariff rates in

Cadlifornia and Texas, USA and comparison with purchase parity of rupee vis-a-vis US Dollar.

Ms. Neeta Gupta has submitted that comparing HT 11 kV supply with LT 220/440 V supply, for an
average consumption of 300 units, a domestic consumer on LT supply has to pay Rs. 800 as energy
charges while a domestic consumer on HT supply has to pay Rs. 910. She has submitted that the
rebate of 15% on energy charges that is provided to the Domestic 11 kV CGHS Single Delivery Point
Connection is insufficient fo fulfil other requisite expenses and therefore, this rebate should not be

considered here. She has submitted that such discrimination is unjustified.

The Federation of RWAs of Dilshad Garden has submitted that there should be no increase in tariff
for consumption up to 400 unifs. Federation of DSIDC Entrepreneurs Association has appreciated

the reduction in slab proposed by NDPL for domestic category.

Mr. S. R. Abrol has suggested two slabs for domestic category, one below 300 units per month and
the other above 300 units per month. The suggestion of first slab upto 300 units per month is based
on the recognition of necessity for minimum electronic gadgets such as geyser, colour TV, fridge,
mixer grinder, water pump, washing machine, cordless telephone, emergency light, etc., besides
the lighting arrangement and fans. Mr. Abrol has suggested tariff of Rs. 3/kWh for the first slab
considering it as slab for a common man and Rs. 6/kWh for the second slab considering it as slab

for an affluent family.

The Green Park Extension Association has submitted that the frequent tariff hikes are not only
unfriendly to the consumers but also make senior citizens and pensioners exasperated as these

people have no means to augment theirincome.
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The Federation of RWAs of Dilshad Garden has objected to the two slabs proposed by the NDPL
i.e., from 0 to 200 units per month and more than 200 units per month. The Federation has
suggested that the first slab shall be designed to start from 0 fo 500 units per month and shall be
charged at the basic rate and the second slab from 501 and above units and shall be charged

the next slab rate.

The Delhi Dal Mills (Millers) Association has welcomed the proposal for reduction of slabs for
domestic category in view of the discrimination offered by the unit slab system tariff on account of
which low consumption consumers get benefits at the cost of high consumption consumers. They
have suggested that the existing slab system in domestic category should be discarded and the

computation of tariff should be based on the amount of units consumed.

The Delhi Chamber of Commerce and Industry and Federation of Delhi Small Industries Association
have also supported NDPL's proposal for reduction of slabs in domestic category. The RBI Staff Co-
operative Housing Society Itd. has opposed the reduction of slabs for domestic category and

suggested that the existing slabs continue.

The Jan Kalyan Samiti has objected to the reduction in tariff slabs. It has also submitted that the
tariff of Rs. 3.60 per unit for consumption of 201 to 400 units per months is on the higher side and
should be reduced to Rs. 3.20 per unit. It has further submitted that in case of consumption beyond
400 units per month, tariff should be increased from Rs. 4.10 per unit to Rs. 4.20 per unit as it is the

affluent consumers who fall in this consumption range and their paying capacity is higher.

2.19.6.2 Response of the Petitioner

The Petitioner has submitted that it has not proposed Tariff Rationalisation measure with the
intenfion to earn any extra revenue but to endeavour and make commercial processes simple
and consumer friendly. It has stated that it has proposed a reduction of slabs for domestic
consumers from the existing three slabs to two slabs so as to move progressively towards single tariff
for all domestic consumers. It has further stated that the differential tariff rates confribute fo
inefficiency in the system and increase the subsidy burden on the other category of Consumers.
The Petitioner has pointed out that the Electricity Act 2003 advocates progressive removal of cross
subsidy so that tariffs ultimately reflect the Cost of Supply. It has mentioned that it has proposed
the reduction of slabs for domestic consumers from the existing three slabs to two slabs in line with

the Act so as to move progressively towards a single tariff for all domestic consumers.
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2.19.7 Hospitals
2.19.7.1 Objections

Indraprastha Medical Corporation Limited has submitted that hospitals, being important social
infrastructure for development of Delhi, should be given concessional tariffs. It has further submitted
that large industrial units in Delhi are given cheaper tariff than hospitals. It stated that hospitals
have laid their own 11 kV cables and installed several types of equipment for the purpose of power

supply and no maintenance expenses are incurred by DISCOMs on these equipment.

2.19.7.2 Response of the Petitioner

the PEtitioner has submitted that the tariff for different categories of consumers is the prerogative of
the Commission DERC.

2.19.8 Delhi Metro Railway Corporation (DMRC)
2.19.8.1 Objections

The Delhi Metro Railway Corporation (DMRC) has requested the Commission to continue with the
principles and methodology adopted for determining Tariff for DMRC in the earlier Tariff Orders.
DMRC has pointed out that the Pefitioner in its Petition has stated that despite the clarifications
issued by the Commission, the DMRC continues to pay Rs. 2.30/kVAh for commercial
establishments. An amount of Rs. 0.73 Crore has been shown outstanding against DMRC on this
account. DMRC has clarieif that after reconciliation and resolving various issues connected with
the matter, the differential payment due to the Petitioner for the period December 2002 to January
2005 of Rs. 20,33,480.50 has been paid by DMRC to the Petitioner.

2.19.8.2 Response of the Petitioner

The Petitioner has submitted that the DMRC has made a payment of Rs. 20,33,480.50/- against the
consumption of electricity for commercial purposes based on their own computations and details
of estimations of number of units consumed by such commercial establishments have not been
provided to the Petitioner. The Petitioner has stated that according fo their own survey, there are
numerous hoardings, glow signboards efc. in addition to shops, Restaurants etc., which are un-
metered. The Petitioner has suggested that an independent agency viz. National Productivity
Council (NPC) may be appointed fo verify the consumption by Commercial Establishments and to
suggest metering points for future estimations. It has mentioned that it has already taken up the
matter with NPC and has communicated to the DMRC vide letter dated April 25, 2005. The

decision of DMRC in this matter is awaited.
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2.19.9 Railways
2.19.9.1 Objections

Northern Railway has requested the Commission fo consider granting specific relief by way of
reduction in existing Tariff by considering cost of purchase from Central Agencies like NTPC.

Northern Railway has provided a comparison of railway fraction tariffs across various States as

follows:

Particulars HVPNL Delhi UPPCL PSEB

Effective from September 2001 June 19, 2004 December 2004 | October 2004

M. D. Charges Rs/kVA 60 150 165 Nil

Energy Charges Rs/kWh 3.85 (132 kV) 3.75/kVAh 3.25/kVAh 4.02
3.77 (220 kV)

Northern Railway has requested the Commission to consider the following additional suggestions:

e No element of cross subsidy be loaded in traction tariff considering the cascading effect it has
on passenger fare and freight.

e For the purpose of KVAh based tariff, suggestion of average power factor level of 0.90 instead
of 0.85 should not be accepted.

e Service tax should not be passed on to the public Utility like Railways.

e The Railways should be exempted from the payment of penalty charges on over drawal
considering the unique nature of traction load.

2.19.9.2 Response of the Petitioner

The Petitioner has submitted that deciding the tariff for different categories of consumers is the
prerogative of the Commission and is decided by the Commission on the basis of the “Annual
Revenue Requirement” of the Distribution Companies, the Transmission Company and the
Generation Companies.

On the issue of penalty charges in case of over drawl, the Petifioner has submitted that the penalty
charged on over-drawl has to be in line with that of other categories of consumers as per the
Commission’s directives. It has further submitted that exemption from the same to one category of
Consumer may result in creating discrimination amongst consumers which is against the basic
tenets of the Electricity Act 2003.

2.19.10 Others
2.19.10.1 Objections

The Planning Commission Co-operative House Building Society Ltd. and the AGCR Co-operative

House Building Society Ltd. have submitted that the tariff for electricity used in the community halls
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be levied af rates applicable to domestic consumers. They further submitted that the community
halls have been constructed on plots of land leased out for this purpose by the Government to the
concerned societies and these halls are for community welfare, social, cultural, charitable and
religious activities only and these halls are not being put to any commercial use for monetary gains

orincome.

2.19.10.2 Response of the Petitioner

The Petitioner has submitted that deciding the tariff for different categories of consumers is the
prerogative of the Commission and is decided by the Commission on the basis of the “Annual
Revenue Requirement” of the Distribution Companies, the Transmission Company and the
Generation Companies.

2.19.11 Creation of new Categories/Definition of Categories
2.19.11.1 Objections

Shri Vijay Kumar Gupta has submitted that the DMRC/Railways/Delhi Jal Board and similar bulk
consumers should be fransferred to the Transco because as per the Transfer Scheme, the bulk

supply functions and business have been vested in Transco.

Jan Sehyog Manch and Mr. A. K. Gupta have suggested that floriculture, horticulture and plant
nursery should be considered under the category of agriculture tariff instead of NDLT category, as
all such activities are essentially agricultural categories by citing a reference to the Apex Court

judgement in the matter of Maheshwari Fish Farms Limited v/s Tamilnadu Electricity Board.

Senior Citizens' Forum has suggested that senior citizens should be spared from any tariff hike if the

Commission decides to increase average tariff.

The Senior Citizens’ Welfare Association has submitted that though their suggestion for
concessional tariffs for senior citizens was not accepted by the Commission on the ground of
impracticability, the Commission has allowed concessional tariff for those consuming lesser energy.
It has submitted that if the Commission has reservations about concessional tariffs for Senior Citizen
consumers, it may deliberate over its competence to create categories of those consuming up to
100 units or 100-200 units, 200-400 units. It has further submitted that there should be a single tariff for
all consumers in a particular category, like say domestic consumers. It has also mentioned that
the Commission has no authority to subsidize tariff in case of those consuming less and pass on the
burden to those consuming more. It has cited the example of MTNL, which charges concessional

tariff to senior citizens.
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Mr. Surgj Prakash has suggested that categorisation of consumer should be on the basis of energy
consumed, paying capacity of consumers and system conditions. He has further submitted that SIP

and LIP categorisation should not be removed as there is no regular surplus available.

The Saini Co-operative House Building Society Limited and Dayanand Co-operative House Building
Society Limited have submitted that the categorisation of Community Centres built by the Co-
operative House Building Societies for purpose of levy of electricity charges as ‘Non-Domestic’
disregards the rationale and purpose of setting up Community Centres within the premises of
residential colonies on land given by the Government for a very nominal and token premium of
ground rent and the use to which these are actually put. Levy of electricity charges at the rates
applithe cable to Non Domestic consumers increases cost of the Societies, thereby restraining
them from undertaking welfare activities for their members. These Societies have suggested
categorising the Community Centres as Domestic consumers for the purpose of charging

electricity tariff.

The Federatfion of Co-operative Group Housing Societfies Dwarka Ltd. has suggested that a
different class of consumer be created as ‘Domestic CGHS category’ whose tariff is more realistic
with addition of only wheeling charges of electricity to the basic purchase price of electricity by
DISCOMs. It has submitted that the same is justified in view of the following reasons:

- Theftis not possible at 11kV.
- T&D losses at 11kV are lower than that at LT voltage

- Since the Society is billed at 11kV meter reading, T&D losses at LT level are to the account of
the Society

- AT&C losses include theft of electricity, T&D losses, connivance of DISCOMs staff, poor billing
efficiency, poor collection efficiency etc. and except loss of energy in fransmission and
distribution system, the other components are directly linked with the efficiency of
management of the DISCOM. The CGHS should not be penalised with higher tariff in view of
the inefficiency and lack of management skills of the DISCOMs.

2.19.11.2 Response of the Petitioner

The Petitioner has submitted that deciding the tariff for different categories of consumers is the
prerogative of the Commission and is decided by the Commission on the basis of the “Annual
Revenue Requirement” of the Distribution Companies, the Transmission Company and the
Generation Companies.

On the issue of fransfer of bulk consumers to the TRANSCO, the PEtitioner has submitted that the
bulk Supply functions referred in Bulk Supply Agreement refers to the function of Supply of Bulk
Power to Distribution Companies. It has stated that as per the Act, Transmission Companies cannot
engage in distribution of electricity.
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In respect of SIP and LIP Categorisation, the Petitioner has submitted that SIP and LIP categorisation
does not promote Energy Conservation in any way. It has stated that such categorisation gives
scope for manoeuvring practices at the ground level and consumers resort to bifurcating their load
under two or more different identities for defeating the purpose. It has further stated that this
measure is against the basics tenets of the Act, which envisages that tariff should reflect Cost of

Supply

2.19.12 Co-Operative Group Housing Societies - Single Delivery Point
2.19.12.1 Objections

Mr. S. Gyanchandani, Lt. Cdr. Lekh Raj (Retd), resident members of Aakriti Apartments and resident
members of Civil Supply C.G.H.S. have brought to the notice of the Commission that different
CGHS are adopting different basis and methods for charging its constituent consumers. They have
requested the Commission to issue direction to the Co-Operative Housing Societies to charge its
constituent consumers as per the applicable tariff for various categories of consumers defined by
the Commission in the Tariff Schedule instead of charging tariff based on bulk consumer rate
applicable for CGHS. They have contended that this suggestion would help the consumers of
CGHS having lower consumption in line with other consumers of National Capital Territory of Delhi
and would also help in building a fund with the CGHS to undertake repair and maintenance of

their distribution system.

The Federation of Co-operative Group Housing Societies Dwarka Ltd. has submitted that there is
little clarity on the reasons behind stopping bulk supply connection to co-operative housing
societies. It has submitted that this system continues to function after the enactment of the EA 2003
in UP, Haryana, MP etc. and that the electricity supply code has provisions of incentives for those

opting for single point connection at 11kV.

It has also submitted that while an outside contractor taking electricity at 11 kV and reselling it to
other consumers is getting 27% discount, an identical system managed by a democratically and
voluntarily formed managing committee with the aim of co-operation and management fo day fo
day affairs of a society on no profit and no loss basis is being given a 15% discount. It has objected

to such discrimination in tariff.

Resident’s Federation of Rohini Coop. Group Housing Societies has submiftted that the DESU/DVB
had earlier decided that CGHS, irrespective of size, should install 11 kV/400 V transformers for their
supply and the reason was to eliminate the high distribution losses. Further, the cost of electrical
works was shared by the societies and the entire cost of civil works was borne by society. Therefore,
all CGHS have already borne a financial burden for eliminating the loss on their supply and no
benefit has been extended to the societies, rather the societies are being charged at the highest

slab rates even for common services which is against all accepted norms of fairness and equity.
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The Federation has submitted that there is justification of all CGHS installed with 11 kV x 400 V
fransformers to provide at least 30% rebate on all slabs for individual flats and the common

services.

Young Friends CGHS has also raised the same issue and have requested for 25% rebate on all slabs
for both individual connections and common services. The objector further suggested that the
fransformers selected by DESU/DVB are oil cooled ones which should be replaced to prevent any
incidence similar to “Uphar” and also suggested that a better solution is not to bring in 11 kV supply

into any residential complex.

Ms. Neeta Gupta, on behalf of Anitriksh Apartments Residents Welfare Association has submitted
that the rebate of 15% on energy charges being given to Domestic 11 kV CGHS Single Delivery
Point Connection Holder is like a drop in the ocean. This is in view of the fact that several expenses
like initial/capital cost for the installation of equipments including fransformers and panel switches,
space for installation of the same, repair and maintenance of the system, risk of 11 kV/HT line in the
residential premises, AT&C losses, staff for meter reading, billing, collection/recovery etc., 24 hours
availability of an electrician for local/individual faults, losses due to malfunctioning/slow functioning
of individual meters, and disputes due to the responsibility of supply held by society are borne by
such a consumer. She has submitted that the rebate of 15% should be enhanced to at least 30% so
that tariff for consumers getting supply at higher voltages is lower than that for lower voltages and

HT consumers.

Shri Virender Kumar Gupta has opposed the charging of stair case lighting and stilts on commercial
basis instead of domestic basis on the grounds that it will increase the financial burden on
Cooperative Group Housing Societies and defeat the very concept of Coop Group Housing

System.

2.19.12.2 Response of the Petitioner

The Petitioner has submitted that societies having CGHS connections are given 15% rebate for
meeting their administrative and maintenance expenses. It has opined that the present rebate of
15% is sufficient to cover such expenses. However, it has added that it is the prerogative of the

Commission to decide on the issue.

On the issue of oil cooled transformers, the Petitioner has stated that it is now installing only Dry
Type Transformers at indoor places, keeping in view of the fire hazards. It has further submitted that
electrical clearance is required from Electrical Inspector (appointed by Government of Delhi), who

never clears an indoor installation, if dry type transformer is not installed.

On the issue of charging highest domestic slab tariff for common services, the Petitioner has

submitted that the energy consumption for common services needs to be charged at the highest
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domestic slab as the benefit of lower tariff under the slab system is already availed by the
individual consumer directly for his regular connection and this consumption is over and above the
regular domestic consumption by a consumer and passing on any slab benefit or charging lowest
tariff will provide undue benefit to such Consumers and will result into discrimination amongst

consumers.

2.19.13 Merging of Tariff Categories
2.19.13.1 Objections

The Delhi Dal Mills (Millers) Association has supported the proposal of NDPL for merging some of the
existing categories viz. MLHT, NDLT, SIP and LIP. It has stated that through this the commercial/billing

process would become simpler and consumer friendly.

The Naraina Small Industries Welfare Association Phase — | has also supported NDPL's proposal for

merging all business/industrial tariffs info one category.

The Wazirpur Industrial Association has objected to the merging of non-domestic connection with

industrial power connection.

Federation of DSIDC Entrepreneurs Association, Federation of Delhi Small Industries Association and
the Delhi Chamber of Commerce and Industry have appreciated the tariff rationalisation
measures proposed by NDPL, such as, merging of different categories of consumers under one

category.

2.19.13.2 Response of the Petitioner

The Pefitioner has submitted that it has suggested merging of NDLT and SIP tariff etc. from the point

of view of rationalisation and in a bid to reduce the cross subsidy.

2.19.14 Concessional tariff for employees
2.19.14.1 Objections

Ms. Neeta Gupta, on behalf of Antriksh apartments Residents Welfare Association, has submitted
that the tariff rebate for DESU/DVB/DISCOMs employees should be discontinued as this will help in
bridging the revenue gap of the DISCOM.

Shri Ajit Singh Chauhan, General Secretary, DVB Pensioners Association has submitted that the
number of units for concessional tariff for DVB retirees should be increased from 100 units to 300
units per month in case of S-I, 150 to 450 units per month for S-Il, and 200 to 600 units for S-lll. They
further submitted that the DISCOMs are charging Fixed Charges to DVB Employees and retirees
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which is in violation of the conditions stipulated in the fri-partite agreement executed at the time of

privatisation.

The Delhi Dal Mills (Millers) Association has submitted that the practice of supplying electricity on
concessional rates to the present and past employees should be stopped as the burden for the
same falls directly on the consumers. They have also opined that such a step will enhance the
income of the DISCOMs.

The Wazirpur Industrial Association has also suggested that electricity should not be supplied at
concessional tariff fo employees of erstwhile DVB and reimbursement of such amounts should not

be allowed to NDPL as the burden of the same will be passed on to other consumers.

2.19.14.2 Response of the Petitioner

On the issue of discontinuation of rebate in rates to DVB employees, the Petitioner has submitted
that tariff benefit to erstwhile DVB employees was a part of the benefit imparted to them by the
erstwhile DVB which has been protected by a fri-partite Agreement before privatisation of
Distribution Companies. It has stated that new employees of NDPL are not entitled for any such

benefit.

Responding to the demand to increase the number of units for concessional tariff for DVB retirees,
the Petitioner has stated that the units allowed under concessional tariff are in line with the
concession that was extended o various categories of employees during erstwhile DVB times and

is as per the Tri-parfite Agreement.

2.19.15 Advance Consumption Deposit
2.19.15.1 Objection

The Jan Kalyan Samiti has submitted that the current rate of deposit of Rs. 600 per kW is not justified
in case of request for enhancement of load as it entails only office work and new meter is not
required to be installed. It has further submitted that the advance consumption deposit should be
reduced and only processing charge of Rs. 200 should be charged for enhancement of load. The

objector further suggested that formalities like lease deed, affidavits etc. be abolished.

2.19.15.2 Response of the Petitioner

The Petitioner has submitted that electricity is sold on credit i.e. first the electricity is supplied, bill is
issued affer a time lag and money is recovered subsequently. It has further submitted that
advance consumption deposit is charged to protect the interest of the Distribution Companies
against the possible defaults during this period etc., and not for meeting the cost of meters and

other installations.
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2.19.16 Second Connection
2.19.16.1 Objection

The Jan Kalyan Samiti has submitted that in case of applications for a second or third connection
in the same premises where connection is provided through ‘loops’ only, the charges may be

reduced to Rs. 200 from the current level of Rs. 500.

2.19.16.2 Response of the Petitioner

The Petitioners has submitted that although the actual expenses of Distribution Companies in
providing a conventional or a loop connection may be more than the charges claimed from
Consumer, the charges have been standardised for the convenience of the Consumer by the

Commission vide its order of June 2003.
2.19.17 FAE

2.19.17.1 Objections

Shri Sanjeev Bhatnagar has submitted that in case of FAE, the period of charging should be limited
to two fimes the previous inspection as in case of electronic meters, data is downloaded every
month. Therefore, the penalty should not be more than double. He has further submitted that no
FAE should be booked in case of bulk consumers where modem has been installed for continuous
fransmitting of data to the database of DISCOMs because the DISCOMs know the extent of

consumption.
2.20 SPD Connections

2.20.1 Objections

Single Point Agency Holder Association has submitted that the DISCOMs are not preparing the SPD
bills as per the Minimum Revenue and commission clause contained in the SPD agreement made
with the erstwhile DVB. There is an arbitration clause in the agreement which has been invoked by
the members of the Association. The DISCOMs have started termination of agreement and taking
over the network of SPD confractor free of cost which has been created by SPD agencies without

any assistance from DVB/Delhi Govt.

The Association further submitted that the franchisee agreement prepared by NPDL is unilateral
and serves the NDPL’s interests only. The Association is not against the franchisee agreement,

which can be prepared by mutual consultation and with the intervention and help of DERC.

The Association also pointed out that the DISCOMs do not approach the electrical inspector of
Delhi Govt. for passing the HVDS scheme. NDPL had introduced the HVDS system at more than 70
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locations and the Association has asked NDPL to provide a copy of clearance given by Electrical

Inspector Dept. of Delhi Govt. for installing HVDS system at these locations.

2.21 Fixed Charges
2.21.1 Objections

Several objectors including Resident's Federation of Rohini Coop. Group Housing Societies, Joint
Committee of Residents Welfare Association of Pitampura and New Rohtak Road Manufacturers
Associatfion have strongly opposed the levy of fixed charges as part of tariff component. The
Federation further submitted that the fixed cost incurred by the Ufilities has not been defined in the
Tariff Orders or in the Petitions. The Federation wants to know the definition of fixed charge,
components of fixed cost incurred by the Petitioner and its accounting in the books. The
Federation has requested the Commission to give a pie graph in the tariff order showing as to
where a rupee received as fixed charge has been spent by the Petitioner. Young Friends CGHS has
submitted that a fixed charge has been imposed based on the sanctioned load which does not
exist in any other country because it is not rational and hence the fixed charge should be

abolished and the Utilities should recover the entire expenses based on total consumption.

Dr. Y K Agarwal has submitted that earlier the meter rent was Rs 2 per month, which was
subsequently increased to Rs 8 per month. Now, the fixed charges are being levied @ Rs 70 per
month instead of meter rent of Rs 8 per month. The objector has requested that the meter rent of

Rs 8 per month instead of fixed charges should be restored.

Shri Vijay Kumar Gupta has submitted that fixed charges should not be increased but should be
abolished as these charges are levied to cover the fixed charges of the Utility where the
consumption is very low in comparison to the infrastructure. While this may hold in other States,
there is more than sufficient consumption in Delhi considering the geographical area. Further, the

retail tariff is also very high.

Ms. Neeta Gupta, on behalf of Anfriksh apartments Residents Welfare Associatfion, has submitted
that in 2003-04 in lieu of meter rent and minimum charges, the Hon'ble Commission infroduced
fixed charges for all categoriesfor which an additional charge of Rs. 10/kWh/month was added fo
the energy charges in case of Domestic 11 kV CGHS Single Delivery Point Connection. She has
submitted that this measure is illegal and unjustified as all the initial/capital cost for the installation
of electrical equipments including fransformers, panel switches, cables and sufficient space, efc.
was made available by the CGHS/RWA at their own cost. The members/residents of CGHS/RWA
have paid the initial/capital cost in the cost of the flat and are still paying a handsome amount of
maintenance charges. She further submitted that for 11kV CGHS SDP connection, minimum
charges were based on MDI reading (as recorded by the meter) and not on the basis of

sanctioned load but fixed charges are being charged on sanctioned load which is very high with

2-64 Delhi Electricity Regulatory Commission




2. Response from Stakeholders

respect to the connected load/MDI reading. She also requested that fixed charges should be
abolished in case of Domestic 11 kV CGHS Single Delivery Point Connection where the whole
system has been installed and maintained by residents only and if for any reason, the Hon'ble
commission decides to continue with fixed charges, the MDI reading should be used as the basis of

calculation instead of the sanctioned load.

The Bharatiya Mazdoor Sangh has submitted that in the case of domestic consumers there is no
justification for the abolishing of ‘minimum charges’ and introduction of ‘fixed charges' by the
Commission . They have pointed out the DISCOMs have not indicated the revenue earned through
the recovery of fixed charges in their petitions and this revenue is estimated at Rs. 20 Crore per
annum. They have suggested that the levy of fixed charges in lieu of minimum charges should be

removed.

The Delhi Dal Mills (Millers) Association has submitted that fixed charges should be abolished as the
distribution of electricity in Delhi is in private hands and the DISCOMS earn at least 16% return on
issued and paid up capital and free reserves. They have stated that as the DISCOMs are not
paying any fixed charges to GENCO, PPCL and TRANSCO while purchasing electricity, the
DISCOMs are not entitled to charge the same from their consumers particularly under the situation

where supply is inadequate to fulfil the requisite demand.

The Udyog Nagar Industrial Complex has opposed the levying of fixed charges on the grounds that
the load in Delhi is concentrated in nature and consumption being on the higher side, the fixed

costs of the Utilities is covered.

Engineers Association Okhla has submitted that there should be no increase in fixed charges for SIP
category as most of the small industrial units are incurring heavy losses on account of running and
maintenance of diesel generators due to power cuts and non-availability of electricity during peak
hours. They have also submitted that fixed charges levied are over and above energy charges

and are not being adjusted in energy charges.

Jan Sehyog Manch and Mr. A. K. Gupta have contended that the fixed charges being levied by
the Petitioner are superfluous in nature as the Petitioner is allowed recovery of capital costs
associated with consumers connections. They have submitted that the fixed charges should either

be eliminated or reduced substantially to discourage theft by hooking.

Udyog Nagar Charitable Trust has questioned the rationale of levy of fixed charge on consumers
when the DISCOMs do not pay the same to TRANSCO. The Trust has further suggested that the
fixed charges levied on HT consumers should be treated as Minimum Charge and adjusted against
the consumption. The fixed charge for HT consumers should be decided keeping in view the lower

capital as well as maintenance costs, lower AT&C losses than those of LT consumers. The fixed
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charges should be levied on average running load and not on maximum load observed during the

month.

Patparganj F.I.E. Enfrepreneurs Association has suggested that the fixed charges for industrial

category should be reduced from Rs. 35/kW to Rs. 20/kW to ensure viability of industry.

2.21.2 Response of the Petitioner

The Petitioner has submitted that it has proposed tariff rationalisation measures with the intention of
making commercial process simple and consumer friendly. It has added that deciding the tariff for
different categories of consumers is the prerogative of the Commission and that the tariff is
decided by the Commission on the basis of the “Annual Revenue Requirement” of the Distribution

Companies, the Transmission Company and the Generation Companies.

The Petitioner has submitted that withdrawal of fixed charges would tantamount to discrimination
amongst consumers which is against the basic tenets of the Electricity Act 2003. The Petitioner has
stated that fixed charges as part of tariff are levied so as fo be able to cover the fixed
expenses/costs of DISCOMs. It has pointed out that the minimum charge that was being levied
earlier was an inefficient way of recovering the fixed expenses of DISCOMs as the Consumer had
to pay for certain minimum energy consumption even if energy was not consumed. It has also
pointed out that the fixed charges presently applicable are on the lower side as it covers only a
part of the fixed expenses of the DISCOMs and in neighbouring cities, like Noida, fixed charges
range between Rs. 50 to Rs. 250 per connection per month (depending upon connected load) for

domestic consumers as compared to an average of Rs. 10 per kW per month in Delhi.

The Petitioner has pointed out that fixed Charges are meant for recovering the fixed
expenses/costs, which are directly proportional to the sanctioned load. The DISCOMs need to
establish and maintain infrastructure and network corresponding to the sanctioned/connected
load of the consumer to ensure uninterrupted power supply. It has also pointed out that not using a
part of that load does not contribute to the reduction of the fixed expenses of the DISCOMs in any

manner.

The Petitioner has stated that the practice of fixed charge based on Sanctioned load / MDI,

whichever is higher, is as per the Tariff Order 2004-05.
2.22 TOD Tariffs

2.22.1 Objections

The Wazirpur Industrial Association has suggested that ToD tariffs should be framed and meters with
specific programming should be provided to ensure that electricity from the meters would be

supplied only at the specific fime. They have also suggested that tariff for night fime consumption
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should be on the lower side as during night/off peak hours, consumpftion is low. They have
mentioned that the implementation of ToD tariffs will result in extra revenue in case of lower night

fime tariffs on account of reduction in T&D losses.

Udyog Nagar Charitable Trust has suggested that time of day tariff should be introduced for

industrial consumers with lower charges for consumption during night.

2.22.2 Response of the Petitioner

The Petitioner has submitted that meters can be programmed once the matter is decided.

2.23 Low Power Factor Surcharge and kVAh based Tariff
2.23.1 Objections

The Delhi Dal Mills (Millers) Association has submitted that the consumer can install the appropriate
shunt capacitor according to the connected load but can’'t maintain the power factor. While
generating more revenue, KVAh metering/billing would lead to biling complications as a result of
which the objective of improving the power factor would not be achieved. They have submitted
that the DISCOMs are required to maintain the power factor like supply voltage and frequency,
and it is their duty fo install the necessary capacitors and other instruments for this purpose. The
Delhi Dal Mills (Millers) Association has also submitted that average power factor of not more than

0.85 (lag) be considered for the purpose of tariff setting.

The Udyog Nagar Industrial Complex has objected to kVAh based biling for domestic and non-
domestic consumers having a sanctioned load of above 10 kW by stating that the DISCOMs aim to

bring about an indirect increase in tariff.

Engineers Association Okhla has submitted that since the DISCOMs are buying power measured in

kWh, they should charge for consumption on the basis of kWh and not on the basis of kVAh.

Jan Sehyog Manch, Chetna and Mr. A. K. Gupta have submitted that the biling on kVAh ftariff
should not be permitted fill all Non Domestic/SIP consumers having load of more than 10 kW have
been provided with electronic meters which are capable of recording parameters such as kWh,
kVAh, MDI, etc. This is to emphasis importance of meeting time targets set by the Commission
regarding metering. Federation of DSIDC Entrepreneurs Association has submitted that kVAh based
billing should not be implemented for small-scale industry as it is difficult for the consumers to
maintain power factor at their end. Jan Sehyog Manch and Mr. A. K. Gupta have drawn the
attention to the fact that consumers would be required to install automatic shunt capacitors

because of variation in load. They have further pointed out that in the Electricity Act, 2003, it is the
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DISCOMsduty to develop and maintain an efficient, co-ordinated and economical distribution

system.

The Mayapuri Industrial Welfare Association has questioned the rationale for determining kVAh
based tariff at an average power factor of 0.9 while the average power factor of incoming supply
is sometimes less than 0.7. Northern Railways and Chetna have suggested that average power
factor of 0.90, as proposed by the Petitioner, should not be considered for determining kVAh based
tariff as the Petitioner has not provided actual data on average power factor on monthly basis
and adequate justification for raising level of power factor. Similarly low power factor surcharge
should also be linked to present level of 0.85 power factor and should not be raised to 0.90.
Mayapuri Industrial Welfare Association has further highlighted that it is the obligation of the
Licensee to maintain desired the power factor even if the consumer does not improve it. The

Licensee may collect the cost of equipment from the consumers.

The Delhi Chamber of Commerce and Industry and the Federation of Delhi Small Industries
Association have suggested that billing should be on kWh basis and not on kVAh basis on the
grounds that it is difficult for small workshops and welding set users to maintain power factor even

by installing any system:s.

2.23.2 Response of the Petitioner

It may be appreciated that the Power Factor is a resultant of the connected load and it is the
responsibility of the Consumer to maintain the Power Factor at their end so as to protect the
complete system from overloading, which will otherwise, affect the quality of power supply,
thereby, affecting a large number of other Consumers. It therefore, becomes imperative that such
consumers be billed on KVAh basis so that they have an inbuilt incentive to improve their Power
Factor.

As per Tariff Order 2004-05 issued by DERC, the DISCOMs are supposed to bill all those Industrial
Consumers with load more than 10kW on kVAh basis and meters have been provided to capture
kVAH readings etc.NDPL is raising bills accordingly.

2.24 Late Payment Surcharge
2.24.1 Objections

The Delhi Dal Mills (Millers) Association has stated that in case of a single day of delay in payment,
a consumer has to pay interest for the whole month. They have also submitted that the rate of
interest is high in view of the downward trend of interest rates. They have suggested that the Late
Payment Surcharge should be charged on the fortnightly basis @ 1% per month up to one month

and thereafter if payment is not made, LPSC may be charged @ 1.5% per month.
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Jan Sehyog Manch and Mr. A. K. Gupta have requested for reduction in the late payment
surcharge from 18% per annum to 6% per annum considering substantial reduction in prime lending

rates of banks.

2.24.2 Response of the Petitioner

The Petitioner has submitted that Late Payment Surcharge (LPSC) is levied so as to ensure payment
by consumers in time. It has stated that the amount of LPSC should be such that it should act as a
deterrent for Consumers from delaying the payment. It has therefore, suggested to keep the LPSC

at the current levels itself.

2.25 Other Suggestions
2.25.1 Objections

Jan Sehyog Manch and Mr. A. K. Gupta have objected to the Petitioner's suggestion for metering
at primary side of fransformer by stafing that this would make the consumer responsible for
transformation loss as well as the loss on account of theft from the same fransformer. This amounts
to transfer of responsibility from the Petitioner to the consumer for controlling theft and other

commercial losses.

2.25.2 Response of the Petitioner

The Petitioner has submitted that metering on primary side of the transformer should be suggested

for only those consumers who have a dedicated DT.

2.26 Connected Load/Sanctioned Load
2.26.1 Objections

The Wazirpur Industrial Associatfion has objected to the proposal for enhancement of sanctioned
load of the consumer in line with the Dynamic Advance Consumption Deposit. It has also
submitted that the definition of connected load be made more comprehensive as the current
definition can be easily misused by the DISCOMs for their own benefit. It has mentioned that the
DISCOMs have taken the rated capacities on a higher side with the objective of raising the
assessment bills or levying LIP tariff. It has asked for clarification on how the rated capacity of
energy consuming apparatus is to be read and computed in the absence of such a plate of the

manufacturer of the apparatus.

The Delhi Chamber of Commerce and Industry and Federation of Delhi Small Industries Association
have suggested that only fixed charges should vary in case of enhancement of load based on

ASD and that 30% excess charges should not be levied. It has also suggested that no additional
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security be demanded for the same since increased fixed charges are levied as per use in the

biling cycle.

The Federation of DSIDC Entrepreneurs Association has submitted that enhancement of load of the
consumers based on the ASD will lead to increase in fixed charge and therefore, the consumers

should not attract Load Violation Charges.

2.26.2 Response of the Petitioner

The Petitioner has submitted that Consumption Security Deposit is charged to protect the interest of
the Utility in case of default by the consumers and that this should be directly proportional to the
consumption of the consumer.. The Petitioner further added that the fixed charges as part of tariff
is levied so as to be able to cover the fixed expenses/costs of DISCOMs. It has pointed out that
earlier, only minimum charges were being levied, which was an inefficient way of recovering the
fixed expenses of DISCOMs as the Consumer had to pay for certain minimum energy consumption

even if the energy was not consumed.

2.27 Billing for Unauthorized Usage
2.27.1 Objections

Patparganj F.ILE. EnTrepreneurscioﬁon has contended that the consumers should not be held
e

responsible for any defective mefer as long as the seals are infact.

Jhilmil DDA Flats Residents Welfare Association has requested the Petitioner to provide gross
amount of bills and net collection from such bills for FY 2004-05 for the assessment cases booked for

Dishonest Abstraction of Energy (DAE) and Fraudulent Abstraction of Energy (FAE).

Mayapuri Industrial Welfare Association has suggested that new tenant should not be made
responsible for payment of arrears of an earlier defaulter as the Licensee has entered info an

Agreement to supply electricity with the persons and not with the premises.

2.27.2 Billing Grievances

Engineers Association Okhla has submitted that excess charges are being levied to SIP consumers
due to kVAh billing despite DERC's direction to charge as per kWh consumption. The Association
has requested the Commission to rectify this discrepancy and direct the DISCOMs to recalculate

the bills of SIP consumers for the last 10 months and refund the excess amount paid by them.

Shri Tilak Raj Makhija and the IMD Employees Co-op Group Housing Society Ltd. have submitted
that the DISCOMs are delivering bills late and are not giving clear 15 days time to the consumers

inspite of the orders of the Commission. They have submitted that the Commission has directed the
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DISCOMs to give 15 clear days to make payment of bills. They have also submitted that the
DISCOMS may be directed to provide a copy of the reading faken by the meter reader to avoid

any dispute/confusion in the bills.

Mr. R.L.S. Sharma has suggested that fixed charges in addition to the energy charges should be
printed on electric bill raised by the DISCOMs to enable consumers to understand and verify his bill.
Common Cause society has requested the Commission to devise a simple format of the bill which

is understandable by a layman and make the same applicable to all DISCOMs.

The Delhi Chamber of Commerce and Industry and Federation of Delhi Small Industries Association
have submitted that despite efforts by NDPL, its consumers continue to waste a lot of time on billing
complaints. It has suggested that a set fime frame be given to such complaints. He has also
suggested that no surcharge should be levied on consumers who have regularly paid bills during

the pendency of the complaint.

2.27.3 Response of the Petitioner

The Petitioner has submitted that due care is taken by it to avoid billing complaints and for this
purpose, various quality checks are conducted at different stages of bill processing to ensure that
no erroneous biling takes place. It has submitted that it has a bill quality check team which is
dedicated for the said purpose only to ensure that any erroneous billing does not take place. It has
stated that consequent to these steps, the billing errors have reduced significantly from the level of
3% at the time of taking over of Distribution Business in July 2002 to the present level of less than
0.5%. The Petitioner has submitted that it is making every effort to further improve the system. It has
also pointed out that even in such complaints, the emphasis is on resolving the complaint within

the time limit specified by the Commission.

The Pefitioner has also submitted that it is taking due care to ensure that Consumers get af least 15
days for making the payment from the date of receipt of bills. It has stated that in exceptional
instances, if clear 15 days time is not available to a consumer to make the payment, the consumer
can approach the Consumer Care cenfre and due extension in date of payment can be

provided.

It has added that it is practically not feasible to provide the copy of the Meter Reading to each

and every Consumer.
2.28 Metering

2.28.1 Objections

Shri Vijay Kumar Gupta has submitted that all supplies should be metered irrespective of the

category to which power is supplied. The Udyog Nagar Industrial Complex has also suggested that
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all supplies including supply to J J Clusters, streetlights, and unauthorised colonies should be

properly metered.

The Wazirpur Industrial Associafion has suggested that provisions should be made to ensure that
MDI recorded during any functions should not be treated for any purpose. It has pointed out that
during small family functions, the MDI may go on the higher side despite the fact that the regular
MDI reading is on a much lower side. Shri. Sanjeev Bhatnagar has submitted that contrary to
assurances in previous years, the DISCOMs have noft installed meters at transformers and feeders to
check FAE/Direct theft.

The Green Park Extension Association has submitted that the quality of the new electronic meters
provided by the DISCOMs is questionable. It has submitted that it was informed that these meters
are more sensitive than the previously installed mechanical meters and as such these meters
showed an excess consumption of about 30% or more.. It has further submitted that over and
above the hikes in tariff, there has been an additional generation of 30% revenue on account of

installation of electronic meters.

Shri B N Ahuja of Lajpat Nagar has submitted that metering problems continue to persists and that
heated arguments between business managers/concerned officers of DISCOMs and the public on

issued related to metering and billing are a common sight at the District Centres of DISCOMs.

The Senior Citizens Welfare Association has questioned the reliability and ISl certification of the
electronic meters on the grounds that Chinese goods including electronic meters are not known

for quality. It has suggested that the electronic meters be tested at the site free of charge by CPRI.

The Senior Citizens Welfare Association has suggested the intfroduction of meter reading cards
wherein the consumer could record readings and pay accordingly without inviting penalty. It has
suggested that the Licensee could make a check at mutual convenience. This would lead to a
reduction in expenses on account of meter reading and bill distribution. It has cited the example of

MTNL, which is allowing a rebate of Rs. 10 to consumers opting not to receive original bill.

The PHD Chamber of Commerce and Industry has submitted that NDPL should be asked to clarify
whether it has completed the reprogramming of meters on kVAh billing by end of December 2004.
Further, while referring to NDPL's submission of having developed a metering policy according to
which meters are being installed for different categories of consumers, it has submitted that the
Commission shall ensure that all three DISCOMs follow a common metering policy. It has also
submitted that NDPL should provide the latest status in respect of metering of consumers paying

flat rates on plot sizes.
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2.28.2 Response of the Petitioner

The Petitioner has submitted that it has already clarified at many forums in the past that there is no
need for any apprehension regarding fast running of meters. All meters are procured from only “A”
class manufacturers and number of steps are being taken at every stage starting from vendor
selection to procurement to manufacturing to testing and final supply of meters to ensure that the
meters are error free. Further, to assuage the feelings of the public at large, it has been running a
Special Call Cenfre (Tel No. 55111912), where any of its consumers may lodge its complaints
regarding fast meters. It has stated that following such a complaint, it will get the meter checked in
presence of the consumer. Further, it has stated that if the meter is found to be running fast, the
meter will be replaced at no cost to the consumer and his bills will be adjusted accordingly. In
case, the meter is found OK, a nominal charge (Rs. 50/- for Single Phase and Rs. 100/- for three

phase) shall be charged to the consumers in the next bill.

The Petitioner has further submitted that it has fied up with Central Power Research Institute, which
is an independent Government Agency, for testing of these Meters, to allay the fears of the

Consumers as far as the accuracy of these electronic meters are concerned.

The Peftitioner has stated that Meter Reading Cards is a good suggestion, however, where nobody
is available at home during office hours, consumer can make the payment based on readings
taken by self, with the rider that the representative of DISCOM shall be given an opportunity at
least once in 6 months to take the meter reading and verify it with the previous record provided by
Consumer. Alternatively, Meter reading at odd hours can be decided in consultation with the
Consumer. As per regulation 18 (i) of Performance Standards — Metering & Billing Regulations 2002,
“....Alternatively, if the consumer furnishes the meter reading(s) himself the billing for that billing

cycle(s) shall be done based on that/those reading(s) subject to adjustment in next billing cycle”

The Petitioner has submitted that more than 8000 CT meters have already been reprogrammed
and balance are expected to be reprogrammed by end of June 2005. Further, it has stated that
out of a total of 13000 Plotted category connections inherited from erstwhile DVB, a few hundred
Plotted category connections still exist in the Data base and all efforts are being made to convert

all of them to metered category over a period of next few months.

On the issue of MDI for functions/procession not to be considered, the Petitioner has submitted that
it is the responsibility of individual Consumer to declare their correct load (for any purpose
whatsoever) so that the Distribution Companies can create proper infrastructure for supplying the
same. In case of any default by consumer on this account, necessary penalties must be imposed

on such consumers.

In respect of the calibration of meters, the Commission has stated that all meters are

manufactured as per IS 13779:1999 and are ISI marked. These are further tested on sample basis af
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NABL (National Accreditation Board for Testing and Calibration Laboratories) accredited labs for
ascertaining quality for consumer safisfaction. It has added that these Meters have to function

within an accuracy level of +/- 3%, which is the limit of errors specified in the Electricity Rules 1956
2.29 Meters and their replacements
2.29.1 Objections

Shri § C Gupta has submitted that the consumers are of the opinion that the meters are running
almost double the speed. The objector further stated that the DISCOMs hired a CPRI feam to fest
the meters, but the CPRI team has declared that the meters are in proper working condition. The
consumers have been demanding a thorough enquiry by an independent agency, but no

response has been received in the matter.

Mr. Surgj Prakash and Mr. Abrol have suggested that all electro-mechanical meters shouls be

replaced with electronic meters equipped for download of data and tamper indications.

Resident’s Federation of Rohini Coop. Group Housing Societies has submitted that as per the
findings of the DERC, there is no doubt that the meters installed in the group housing societies are
running fast giving more reading than that of the energy actually consumed. The Commission has
recently asked the Petitioner to get the electronic meters checked by CPRI and the result will be
available in due course of fime. The Federation has requested the Commission to intervene in the

matter to safeguard the interests of flat owners in the co-op group housing societies.

Joint Committee of Residents Welfare Association of Pitampura has submitted that NDPL has not
adequately attended the problem of fast meters and the consumers are being exploited. The
Association further highlighted that as per the provisions of law, the consumer can install his own
meter according to specification laid down. however, no such specification has been provided.
NDPL has responded by saying that this specification is given on its website. However, this is
incorrect. The Association highlighted that the consumers have a right to get a hard copy of the

specification.

The Federation of DSIDC Enfrepreneurs Association has complained that the Pefitioner is putting
the consumer to hardship while replacing faulty meter/burnt meter by levying a theft charge i.e. 6

x 5 bill without even ascertaining theft from data of meters.

All India Federation of Plastic Industries, Federation of Delhi Small Industries Association and the
Delhi Chamber of Commerce and Industry have submitted that faulty/burnt meters or meters with
no display are often not replaced immediately on complaint but instead the consumers are put to
hardship to the extent of consumers being declared thieves on physical verification by NDPL staff

without downloading the date from meter or taking it to the laboratory. They have suggested that
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without ascertaining the theft from the data of meter, no adhoc bill should be raised and supply
should be restored immediately by installing another meter so that the consumer does not suffer.
They have also submitted that there should be a time frame for attendance of meter complaints

and checking of meters at consumer site preferably by an outside agency.

The Delhi Power Consumer Guilds has suggested that the Pefitioner should ensure correct meters

and 100% energy audit.

2.29.2 Response of the Petitioner

The Petitioner has submiftted that it has established the complete process wherein the supply is
restored immediately on receipt of such complaint and meter is replaced within next 3 days. It has
stated that this process is followed diligently as a result of which a large number of faulty/burnt
meters have been replaced. It has stated that if there is a specific case, the consumer may report

the same so as to enable corrective action.

The Pefitioner has stated that it has been carrying out a Meter Replacement Drive, where-in all the
old faulty electromechanical meters are being replaced with New accurate Electronic Meters. It
has added that it has already faken a number of initiatives in this regard and more than 70% of the
meters have already been replaced and balance meters are expected to be replaced by the
end of current FY 2005-06. It has further stated that all DTs & feeders of the Petitioner have been

metered for carrying out energy audit.

2.30 Development Charges and Deposit Works
2.30.1 Objections

Shri Suraj Prakash has questioned the manner of levy of development charges.

2.30.2 Response of the Petitioner

The Petitioner has submitted that all un-electrified areas in NDPL's Distribution area, have been
identified and Development Charges are levied uniformly across all categories of Consumers,

strictly as per the charges decided by DERC.
2.31 Quality of Service/Supply

2.31.1 Objections

Shri Kasturi Lal Ajmani has suggested that the incentive scheme for the concerned workers of

various grids may be infroduced to minimise the power failures.
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Shri Sanjeev Bhatnagar has submitted that fill date, the DISCOMs have not been able to safisfy
their registered consumers in respect of good service, proper biling and uninterrupted power
supply. He has further submitted that consumers are being harassed by the DISCOMs and their
employees and confractors. He has also highlighted that the DISCOMs use english language in
their day to day working. Since a large portion of the population in Delhi understand only Hindi,
efforts should be made by DISCOMs to deal in hindi so that consumers from the lowest rungs can

feel at ease while interacting at the district offices of the DISCOMS.

Shri. K Ashok Rao, Convenor of the National Working Group on Power has suggested that the
Commission should obtain and make public details of feeder tripping and duration of outages at

the consumer end voltage wise and consumer category wise.

The Peoples’ Power Network and the Consumer Coordination Council have submitted that though
the DISCOMs are required to file QoS data, the Commission has neither commented nor taken
action on issues of completeness or validity of data. It requested the Commission to ensure that
data on QoS is complete and valid and can form the basis for an assessment of the service being
provided to consumers. It has also submitted that though more power has been made available to
the DISCOM i.e. load shedding due to supply shortage has declined significantly, the number of
feeder trippings has increased. It has pointed out that if there is perception of fewer and/or shorter
outages, the reason is greater availability of power and not improved performance of the
DISCOMs.

Further, the Peoples’ Power Network has mentioned that while data on outages, load shedding,
efc. are already required from DISCOMs, aspects such as QoS in biling, bill payment, complaint
handling etc. are not covered in the formats prescribed by the Commission. It has recommended
that the Commission may carry out an annual survey of these aspects of QoS and the DISCOMs

should be required to compensate the affected consumers if the QoS is lower than the standard.

Shri B N Ahuja of Lajpat Nagar has submitted that consumers would be wiling to pay reasonable
increase in fariff only when it is accompanied by courteous behaviour from DISCOMs, proper
supply, and solutions fo the current problems of metering and billing. He has suggested that the
Commission shall check whether correct complaint numbers are being given in respect of
complaints of no supply. He has submitted that it is felt that the DISCOMS are under staffed in
respect of business managers and commercial officers and with a large number of grievances,
these officers show irritation even to solve the grievance in one or two visits. The Senior Citizens’
Welfare Association has submitted that reduction in staff has resulted in deterioration of services of

DISCOMs but the DISCOMs earn a 16% return on equity and free reserve.
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The All India Federation of Plastic Industries and the Delhi Chamber of Commerce and Industry
have pointed out to continuous breakdown in main cables and power failures for long hours and

suggested that the DISCOMs should replace all main feeder cables.

The Wazirpur Industrial Association has submitted that NDPL has failed to supply uninterrupted
power supply in the Wazirpur Industrial Area with average load shedding ranging for 4-6 hours

between January — April 2005.

Federation of DSIDC Enfrepreneurs Association has submitted that the main feeder cable should
be replaced as there are substantial breakdowns in main cable leading to power failure for longer

hours.

2.31.2 Response of the Petitioner

On the issue of replacement of all main feeder cables, the Petitioner has stated that feeder cables
are being replaced on selective basis, based on the quality of the cable and the residual life etc. It
has added that in case a consumer is not safisfied with the quality of any specific feeder cable,
the consumer may inform the Pefitioner so that the same can be checked and corrective

measures can be taken.

In respect of Reliability, the Petitioner has submitted that considerable improvement has been
made and as per the latest report of GONCITD, the share of total breakdowns in NDPL area (which
consumes 27% of the Total Electricity Consumption in Delhi) is less than 2% of the total breakdowns

that took place in Delhi in last quarter.

Responding to the concerns raised by the People’'s Power network, the Petitioner has submitted
that there has been a considerable improvement in various Performance Parameters since July 01,

2002 and thatb NDPL has been submitting regular MIS to the Commission in this regard.

The Petitioner has submitted that it has a dedicated round the clock call centres for lodging of
complaints pertaining to “No Supply”. Whenever, a complaint is lodged at the Call center, a
complaint number is given to the consumer and the complaint is escalated to the concerned
Zonal Manager of the area for rectification of the fault. The concerned Zonal Manager reverts
back to the call center after the complaint has been addressed. The complaint is not closed at the

call center until and unless corrective action report is received.
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2.32 Perfformance Standards
2.32.1 Objections

Single Point Agency Holder Association has suggested that a separate department must be
created in each DISCOM which will provide the information to the consumers required by them as

the consumers have the right fo know about the performance of the DISCOMs.

Young Friends has suggested that the Peftitioner should prepare the road map for achieving various
tasks with time-based milestones and such a road map would enable the public to assess their
performance.. The objector further stated that each DISCOM covers an exclusive geographical
area and has a monopoly in that area and no monopoly has an inbuilt incentive to improve

efficiency or customer-friendliness.

Engineers Association Okhla has suggested that a time limit should be fixed for DISCOMs to render
services like no supply calls, snapping of service wires and meter burnout. It has suggested that the

DISCOMs should be penalised for not adhering to such time limits.

The PHD Chamber of Commerce and Industry has submitted that NDPL should be asked to furnish
details such as number of complaints received fill date, average time taken in disposal of cases,
etc. in respect of the Consumer Grievance Redressal Forum that has been functional since August
2004,

2.32.2 Response of the Petitioner

The Petitioner has submitted that the Consumer Grievance Redressal Forum is in place since August
2004 and that the monthly MIS reports of the same are submitted to the Commission. These reports
include details like number of cases received, resolved, pending etc. The Petitioner has stated that
the fime limit for “No Supply Complaint” and “Metering & Biling Complaints” have already been
specified by the Commission vide their Complaint Handling Procedure dated June 03, 2003 and
Performance Standard Regulations — Metering & Billing, August 2002 and the Petitioner is ensuring

adherence to the same.

On the issue of road map for achieving various tasks with time-based milestones, the Petitioner has
submitted that it has very clearly charted out a Road Map for achieving internal and external
targets, with external targets being decided between GoNCTD and DISCOMs, to reduce these
losses to 31% in phases over next 5 years period (from July 2002) from the high level of about 53%
existing at the time of privatisation. Internal targets would include achieving consumer services
similar to the best levels in the industry by providing door step services for connection related
services, speedy consumer complaint redressal, payment conveniences and speedy fault

management,etc. It has stated that it is working with a clear aim for a better tomorrow for the
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people of Delhi as far as electricity related services are concerned and has assured that it is
moving in the right direction and will be able to make their dream a reality with co-operation and

active participation of the stakeholders.

The Petitioner has once again pointed out that it has taken a number of inifiatives since its
inception to reduce the AT&C losses, as a result of which the AT&C losses in its areas stands at
about 35% (against target of 40.85% as agreed with GoONCTD) as on March 31, 2005 as against over
53% as on July 01, 2002. It has added that there has been a significant reduction of over 18% in a
short span of 2 years and 9 months and the benefits of this achievement should be passed on fo
the Consumers of NDPL.

2.33 Service Line Charges
2.33.1 Objections

Single Point Agency Holder Association has requested that the rates for connection to be charged
by the SPD Contractor from consumers should also be decided by the Commission and that the

connection rates should be uniform in Delhi for all the consumers.

2.34 Other Suggestions
2.34.1 Consumer Interaction

Single Point Agency Holder Association has submitted that in DVB time, the chairman of DVB was
meeting with the consumers everyday at a fixed time but the CEOs of DISCOMs do not meet the
consumers on regular basis and that they should be directed to meet the consumers on regular

basis.

The Delhi Dal Mills (Millers) Association has expressed concern over the practice of the DISCOMs of
not replying fo letters of consumers and the inability of consumers to meet the concerned higher

officials.

2.34.1.1 Response of the Petitioner

The Petitioner has submitted that all the letters written to NDPL are replied to. It has stated that it
has established a CEO Redressal Cell and every letter received in this cell is followed up ftill its
logical conclusion. It has added that all higher officials of NDPL are regularly meeting the RWAs,
IWAs and other Consumers. On the suggestion to infroduce an incenfive scheme for the
concerned workers of various grids to minimise the power failures, the Petitioner has submitted that
the suggestion has merit and the same shall be discussed internally and with the Commission for

implementation.
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2.34.2 Consumer awareness

The Federation of RWA's has suggested the creation of awareness amongst consumers through

conduct of workshops, distribution of pamphlets etc.

2.34.2.1 Response of the Petitioner

The Petifioner has submitted that it is in agreement with the stakeholder and has stated that it has
been regularly distributing pamphlets to create awareness amongst NDPL Consumers. It has added
that it has organised several seminars on Electronic Meters for creating awareness amongst
Consumers and that it has been organising seminars on energy conservation to create awareness

among students regarding conservation of electricity.

2.34.3 Corruption amongst Officials

The Upbhokta Hitararth Sanstha has highlighted the issue of corruption amongst the officials of the
DISCOMs.

2.34.3.1 Response of the Petitioner

The Petitioner has submitted that it has a special IVRS number 27468030 for reporting harassment
from corrupt officials and immediate action is taken against the erring employees if found
indulging in malpractices etc. It has requested consumers to lodge their complaints at the above

telephone number and help the Petitioner in serving ifs consumers better.

2.34.4 Street Lights

Several consumers like Upbhokta Hitararth Sanstha's have raised the issue of malfunctioning of

streetlights.

2.34.4.1 Response of the Petitioner

The Petitioner has submitted that it has a dedicated round the clock call center for lodging of
complaints pertaining fo “Street Lighting complaints” and that due care is taken for ensuring
replacement of malfunctioning street lights.

It has stated that due care is also being taken by NDPL for switching on and off of street lights in
accordance with the sunrise and sunset of a day. It has added that in case consumers find any
discrepancy, they may lodge a complaint at Tel No. 96220 33044, so that immediate corrective
action can be taken. It has further stated that it is planning to install instrument that will
automatically switch on and off streetlights, depending upon the intensity of light.
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2.34.5 Payment through ECS and Cheques

The Senior Citizens Welfare Association has suggested for the payment of bills through ECS. Shri A K
Chandra has also submitted that the DISCOMs should accept payments of their bills from
consumers through ECS with a discount of 5% (five percent) as this facility will help many people
who are aged, sick, disabled, working full time etc. Further, this will also improve the cashflow of

DISCOMs and will result in other considerable savings like reduction in staff requirements etc.

Several objectors have referred to the provision in the budget for FY 2005-06 which requires any
person with an annual electricity bill of more than Rs. 50,000 to file retfurn and suggested that the
Commission may direct the Petitioner to accept any bill exceeding Rs. 5000 by Account Payee

Cheque only.

2.34.5.1 Response of the Petitioner

The Petitioner has submitted that it has already initiated the facility of payment through ECS with
selected banks viz. Citi Bank, ICICI Bank. It has stated that payments can also be made through
Internet via Bill desk and Bill Junction. It has opined that all these additional services comes at a
cost and therefore, it does not see any reason for any discount on account of payment through
ECS etfc.

2.34.6 Energy Conservation

Young Friends Co-op. Group Housing Society has emphasised on the importance of conservation
of energy and has submitted most of energy generated is thermal in origin i.e. derived from fossil
fuels which are non-renewable and will eventfually run out. The per capita consumption will keep
on increasing and hence there is strong case for increasing the efficiency of generation,
fransmission, distribution and consumption of energy as energy conserved is energy generated
without attendant losses and costs. The objector has suggested that the system of incentives and

disincentives in tariffs should be infroduced for conservation of energy.

2.34.6.1 Response to the Petitioner

The Petitioner, while appreciating the concern for conservation of electricity, has stated that
conservation of energy is important in today’s scenario when whole of India and more particularly
Delhi is facing acute shortage of energy. It has submitted that it has initiated NDPL Energy Club in
various Schools of North and North-West Delhi in association with an NGO “REACHA". It has
explained that this project aims to inculcate the feeling of conservation of Energy in the minds of
young children to make them better citizens of tomorrow. The children are taught the various
methodologies of electricity conservation through a series of seminars, workshops and group
projects. The project also envisages an interaction of these sensitized students with various RWA's in
their respective areas to propagate these methodologies of conservation of electricity.
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2.34.7 Assessment of energy consumption in case of theft

Er. S. P Gupta has submitted that the DISCOS are not following the directives/guidelines of the
Commission in respect of assessment of energy and are assessing the energy consumption for
establishment of theft on the basis of connected load/sanctioned load whichever is higher. He has
further submitted that the assessment of energy should be based on actual connected load and

not on sanctioned load.

2.34.7.1 Response of the Petitioner

The Petitioners has submitted that theft Bills are being raised in total accordance with the
Performance Standard Regulations — Metering & Billing, 2002 issued by DERC and the Electricity Act
2003.

2.34.8 Induction of other stakeholders

The Udyog Nagar Industrial Complex has referred to the grant of license by the Commission o BSES
for the NDMC area and suggested that the Commission should consider granting license to other
contenders for other areas as per the provisions of EA 2003 to achieve competifiveness in provision

of service.

2.34.9 Recovery of dues

Shri Sanjeev Bhatanagar has submitted that no pro rata amount should be charged from

prospective consumers as it is the responsibility of the DISCOMs to recover dues from consumers.

The PHD Chamber of Commerce and Industry has referred to NDPL's submission regarding the
difficulties in recovering of dues from agencies such as Jal Board, MCD, DMRC, etfc. and requested
the Commission to take steps to ensure that all Government agencies pay for the power
consumed by them on the grounds that non recovery of dues would have an adverse impact on

the total revenues of the NDPL.

2.34.9.1 Response of the Petitioner

The Petitioner has submitted that it has in place a Group dedicated for Government accounts,
whose primary responsibility is to ensure timely recovery of dues from Government Consumers and
is continuously pursuing Government Organisation at the highest level for recovery of dues, if any. It
has added that it also has a Revenue Recovery Group which is confinuously monitoring all the
defaulters of NDPL and is tfaking action as per the Regulations of DERC, wherever possible. It has
stated that despite these measures, it is facing difficulties in recovering the full amounts from Govt.

Institutions.
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2.34.10 Transparency

Shri. K Ashok Rao, Convenor of the Natfional Working Group on Power has requested the
Commission to ensure transparency in the purchase of goods and services. He has submitted that
the DISCOMSs are public services wherein the GoNCTD holds 49% equity. There the complete lack
of tfransparency in the purchase of goods and services by the DISCOMs is not justified. Further, he
has submitted that even if Government procedures are not required to be followed by the
DISCOMs, there must be sufficient public information to enable the public to know the cost at

which goods and services are procured by the DISCOMs.

2.34.10.1 Response of the Petitioner

The Petitioner has submitted that all details regarding Annual Revenue Requirement are provided
in the ARR document submitted to the Commission and is made available to the Public every year
and that the complete process is done in a very transparent manner. It has added that its annual
financial accounts are audited by reputed professional firms and are subject to prudency check
by the Commission.

2.34.11 New Connections

The Naraina Small Industries Welfare Association Phase — | has objected o the practice of DISCOMs
not sanctioning connections on various sites on account of old dues pending against the property
and old connections being disconnected due to non-payment. It has given the following reasons

in support of this:

A consumer and not a property is a defaulter.

DISCOMs do not resume power supply even in cases where consumers have been exonerated of

theft by Courts on the grounds that penalty imposed has not been waived

DISCOMs take security from consumers. If and when a consumer fails to make payment of the bill

on time, the connection should be terminated and bill adjusted with the security amount.

Mr. Suraj Prakash has suggested that new connection upto 5 kW load should be granted to all

categories of consumers in all premises in all areas.

2.34.11.1 Response of the Petitioner

The Petitioner has submitted that in majority of cases, the Security amount available with the
Distribution Companies is a meagre amount as compared to the actual consumption of electricity
by the consumers and this amount is not sufficient to support even a few days of Consumption
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leave apart a few months. Therefore, a Distribution Company will never be able to recover its dues
in case of default by a person if the dues are not attached to the premises in a city like Delhi as
tenants move on to other place without making the payment towards their Electricity dues.

The Petitioner has added that no one is deprived by the Distribution Company of supply of energy.
Tenants or non-owner users are put by owners/landlords without asking Distribution Companies and
Distribution Companies has to follow up the dues with the owner only.

The Petitioner has further submitted that in case of buying of property or taking a property on
lease, a person should first check the past outstanding dues on the property and in case, there are
any dues, the prospective buyer/hirer of the premises should make sure that all such dues are
liquidated. It has stated that in this manner, the interest of both the Consumer as well as the
Distribution Companies remains protected.

On the issue of new connections upto 5 kW load to be granted to all category of consumers in alll
premises in all areas, the Petitioner has mentioned that it is the prerogative of an individual
consumer to apply for specific load, depending upon the requirement and the load as applied for

by the consumer is allowed to the consumer (except for industrial load in non-conforming area).

2.34.12 Policy for retirement of assets

The PHD Chamber of Commerce and Industry has submitted that the Commission should formulate
a policy for retirement of assets at the earliest so that the tfrue picture of the assets of the Ufilities is

ascertained.

2.34.13 Three-phase supply to domestic/non-domestic consumers

The Wazirpur Industrial Association has suggested that provision be made for supplying three-phase
supply fo domestic/non-domestic consumers with load within 11 — 15 kW. It has objected to the

proposal of NDPL of requirement of documentary proof for this purpose.

2.34.13.1 Response of the Petitioner

The Petitioners has submitted that it is the prerogative of the Distribution Companies to supply
Single Phase/Three Phase power o a consumer so that the Distribution Companies can manage
their load more effectively. It has stated that in specific cases where a consumer requires Three

Phase Supply, he needs to provide required proof.

2.35 Commission’s views

The Commission has taken note of the various comments/objections made in response to the
Petitions filed by the Utilities and appreciates the keen participation in the process by the various

stakeholders to provide vital feedback to the Commission on various issues.
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For instilling confidence in the Utilities as well as to bring about a greater understanding and
appreciation of the complexity of the issues involved, the Commission ever since its institution, has

made conscious and contfinuous efforts to bring about fransparency in the tariff setting process.

The Commission is of the opinion that for any meaningful regulation of the Utilities,an effective
platform for exchange of operational and performance related information is required throughout
the year, rather than having limited interactions during year-end submission of filings. Accordingly,
the Commission required the Utilities to spell out detailed information/reasons for further
improvement over the existing situation. The Commission also undertook visits for actual verification
of the physical progress of various capital expenditure undertaken by the Utilities. The
shorfcomings in their information systems and processes were conveyed to the Utilities while
eliciting improved performance. Information availability being the key to quicker processing of the
Petitions, the Commission is in the process of developing and installing a Regulatory Information
Management System (RIMS). The Commission has appointed a Consultant for developing the RIMS
and the RIMS is likely to be operational by October 2005. The RIMS aims at building an MIS with pre-
defined information formats, accessible to the Utilities through the Internet for periodic updates.
RIMS is expected to help the Utilities and the Commission to come to a common understanding
about the level, form and diversity of information to be made available for processing of the ARR
Petitions among others. It would also ease the pressure placed on the Utilities in the existing set-up

to provide the desired information within a limited period for year-end review of operations.

The Commission is convinced that improvement in service standards should go in fandem with the
improvement in commercial operations envisaged in the Policy Directions over the five-year period
beginning FY 2002-03. For this purpose, such standards shall have to be noftified and adequately
disseminated amongst the consumers in order fo ensure effective compliance. The Commission,
with this objective, has notified several Regulations and issued some Orders as discussed in Section
1 of this Order.

The Commission recognises the impact of a good tariff design in promoting efficient consumption.
In the Tariff Order of May 23, 2001, the Commission had rationalised some of the tariff related issues
including the provisions in the Tariff Schedule. The Commission also infroduced kVAh billing for high
voltage consumers fo encourage them to improve their power factor. The Commission in its Tariff
Order of June 26, 2003 on the ARR and Tariff Pefitions of Transmission Company and three
Distribution Companies attempted to rationalise the tariffs and made certain changes in the tariff
structure to simplify the same in response to the representations made by various respondents
during the process. Some of the key changes in the tariff stfructure made by the Commission in its
Orders dated June 26, 2003 are as follows:

e Abolition of Meter Rent;
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e Abolition of Misuse Charges for all the provisions of misuse including that of the requirement of
valid MCD licence and Lal Dora Certificate;

e  Merger of Induction Arc Furnace Category with LIP Category;
e  Merger of Traffic Light Category with Public Lighting Category;
e Merger of Separate Domestic Lighting and Power Connections;

¢ Movement of tariff towards a Two-Part Tariff regime with Provision for Fixed Charges in lieu of
Minimum Charges and Meter Renf;

¢ Removal of Concept of Normative Consumption for levy of surcharge;
e Rationalisation of Late Payment Surcharge.

Further, the Commission in its Orders dated June 9, 2004 on the ARR and Tariff Petitions of DISCOMs
have made some more changes in the tariff structure for rationalising the tariffs, to simplify the tariff
structure and to minimise the operational problems in metering and billing . Some of the key tariff
rationalisation measures approved by the Commission in its Orders dated June 9, 2004 are as

follows:

Reduction in Slabs in Domestic Category from 4 slabs to 3 slabs;

Modification in Definition of Sanctioned Load;

Increase in Fixed charges as tariff rationalisation measure;

MDI based Tariff for NDLT and SIP was made applicable for consumers with electronic meters.

The Commission recognises the impact of the Petitions filed by the Utilities and the importance of
the various issues raised during the public hearings and the comments made by the stakeholders.
The Commission also appreciates the efforts of the stakeholders in bringing such issues fo the noftice
of the Commission. However, the Commission would like to point out that several issues and
comments, though important, are not relevant to the determination of the ARR and Tariff of the
Utilities. Therefore, the Commission, while taking note of these issues, is not addressing such issues in
this Order. The Commission will deal with such issues separately under the appropriate Forum
constituted for this purpose or during the amendment of the Regulations issued by the Commission.

The stakeholders may also approach the Commission separately on such issues.

With this background, the Commission now proceeds to provide its views on the various issues

raised by the respondents for determination of ARR and Tariff of the Utilities.
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2.35.1 Procedural Issues

At the outset, the Commission would like to clarify the procedure adopted by the Commission in

inviting responses from the Stakeholders on the Petitions filed by the Utilities.

While processing the ARR and Tariff Petitions of the Ufilities, the Commission in accordance with the
provisions of the Electricity Act, 2003 directed the Ufilities to publish the salient features of their
Petition in leading newspapers. In compliance to the Commission’s directive, the Ufilities published
the salient features of the respective Petitions. Subsequently, the Commission published the public
notice summarising the ARR and Tariff Petitions of all the Utilities in one notice for inviting response
from consumers and stakeholders. The Public notfice published by the Commission specifies that
the response from consumers and stakeholders must be on affidavit, in triplicate and either in
person or by post and that email responses are not permitted. This practice is in line with the Delhi
Electricity Regulatory Commission Comprehensive (Conduct of Business) Regulations, 2001. The
Commission has not deviated from the standard practice followed by the Commission in inviting

responses from the stakeholders and considering the same for meaningful interaction.

The Commission would also like to point out that submission of responses by stakeholders on
affidavit is a legal requirement. However, the Commission has considered large number of

responses and objections which have not been sworn on an affidavit.

As regards the availability of only a brief summary of ARR and Tariff Petition by the Commission, the
Commission would like to bring to the nofice of the stakeholders that this practice is followed by
the Commission and the Commission publishes the salient features of all the Pefitions in one public
notice for inviting responses. This is also in view of the fact that the advertising costs are high. The
ARR Petitions are posted on the website of the Commission as well. Further, the Orders issued by the
Commission on the ARR and Tariff Petition of the Utilities are reasoned Orders and all necessary
explanation are given therein. For a better understanding of the ARR and Tariff Petitions, the
Commission urges consumers to refer to the Orders on ARR and Tariff Petition issued by the
Commission during the previous years. The Commission would also like to highlight that it is keen to
encourage greater participation by various consumer groups and that the Commission will take
appropriate steps for enhancing consumer awareness to enable consumers to better appreciate
the Petitions filed by the Utilities.

As regard separafte proceedings on capital expenditure plans of the Utilities, the Commission
would like to bring to the notice of the stakeholders that in the Orders on ARR and Tariff Pefitions of
the Utilities for FY 2004-05, the Commission had directed the DISCOMs and TRANSCO to submit the
complete Detailed Project Report (DPR) along with cost-benefit analysis for schemes costing more
than Rs 2 Crore for obtaining the scheme-wise investment approval from the Commission as per

the terms and conditions of the License for Distribufion and Retail Supply of Electricity within a
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month from the date of the issue of this Order. The Commission has also directed the Petitioner to
submit the schemes for approval of the Commission for FY 2005-06, by September 2004. Therefore,
the Commission has already instituted a separate process for the approval of the capital
expenditure plans of the Companies. The Commission, after detailed scrutiny of each capital
scheme, accords its approval to the capital expenditure schemes proposed by the Companies.
The Commission does not feel the necessity to conduct separate public proceedings for approval
of capital expenditure plan of the Utilities as this work is a contfinuous process spread over a period

of few months.

In respect of making available the calculation and spreadsheets of the Commission, the
Commission opines that detailed speaking Orders are issued by the Commission in respect of the
ARR and Tariff Petitions filed by the Utilities covering various items which should serve the purpose of

various stakeholders.

With regard to the review of compliance with directions of the Commission, the Commission would
like to point out that the Commission reviews the compliance by the Utilities from time to time. The

compliance of the directives by the Petitioner has been discussed in Section 7 of the Order.

As regards to the suggestion of the stakeholders for participation of consumer groups in the
technical validation sessions conducted by the Commission with the Utilities, the Commission would
like to bring to the notice of the stakeholders that it is with this very objective of obtaining feedback
of consumers on issues like Quality of Supply, DJB revenues, Capex, metering and billing, etc that
the Commission invites comments, objections and suggestions from consumers while processing
the Petitions and while framing the regulations. Consumers are free to express their views and
concerns to the Commission. Wherever it is not possible to have a participative process, the
Commission looks info the concerned matters itself. Further, on matters like Quality of Supply
problems, the Commission urges consumers to approach the Consumer Grievances Redressal

Forumes.

With regard to the availability of the Petition to the public for providing their responses, the
Commission agrees that greater access to the Petitions of the DISCOMs would enable more and
more consumers to participate in this process. The Commission directs the DISCOMS to make

available copies of the Petitions in all their district offices

2.35.2 Jurisdictional issues

The Commission would like to clarify that the Petitioner has not sought review of earlier Orders of
the Commission as part of the present Petition. The Petitioner has also not sought review of tariff for
the past period. It has requested for truing -up of expenses and revenue based on the variations in

actual expenses and revenue with respect to expenses and revenue approved in the Orders.
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Acceptance of this request by the Commission does not require reopening and reassessment of

the tariff for the past period.

However, the Commission would like to clarify the concept of truing up. ‘Truing up’ is a process
undertaken at the end of the year wherein the Commission examines the actual
expenses/revenues of the Utilities and allows variations over the approved levels after considering
the prudence of such actual expenses/revenues. The truing up mechanism has been elaborated
in detail in Section 4 of the Order. The Commission would also like to point out that wherever the
Orders on Review Petitions filed by the Petitioner have been passed by the Commission, the
position as indicated in the Orders on Review Petition shall be maintained. The Petitioner should

take note of the same for future filings to the Commission.

2.35.3 Quuality of Filing and Additional Information

The Commission would like to inform the stakeholders that they should approach the appropriate
agencies for seeking the documents required to understand the assumptions and commitments
made by the GNCTD and the DISCOMs. The Commission would like to bring to the notice of
stakeholders that all documents available in the Commission’s office are subject to inspection in
the Commission’s office after following the due procedure for access to such documents in
accordance with the Delhi Electricity Regulatory Commission Comprehensive (Conduct of
Business) Regulations, 2001. The Commission had clarified this position during the Public Hearings

also.

As regards the filing of a consolidated petition by the DISCOMs, the Commission would like to bring
to the notice of the Stakeholders that the DISCOMs cannot file a consolidated petition. Petitions
filed by the DISCOMs have to be on their individual business. It is with the very objective of
providing continuity and giving a consolidated picture that the Commission brings out a Public

Notice indicating the salient features of all the Petitions.

With regard to the quadlity of the Petition, the Commission would like to clarify that the original
Petition was filed by the Petitioner on December 30, 2004. The Commission conducted technical
sessions with the Petitioner and highlighted the basic data gaps/deficiencies in the Petition, which
were required to be rectified before the admission of the Petition. The Petitioner complied with the
Commission’s directives and submitted the requisite information required for the admission of the
Petition. The Commission examined the Petition and the subsequent information submitted by the
Petitioner and found that the Petition filed (along with additional information) was in line with the
ARR and Tariff Guidelines issued by the Commission. Thereafter, the Commission admitted the

Petition for further processing on March 10, 2005.

With regard to the authenticity of the data/information submitted by the Utilities the Commission

would like to inform the stakeholders that the Commission obtained the audited accounts for the
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previous year i.e. 2003-04 while processing the Petfitions. Further, the Commission also obtained
provisional audited accounts for FY 2004-05 of the Utilities in May 2005. The Commission ensures
verification and consistency of the data provided by the Utilities by undertaking prudence checks

of the data and examining for consistency with past data submitted to the Commission.

2.35.4 Privatisation Policy and Reform Process

The Policy formulated and Directions issued by the Government in exercise of ifs powers under
section 12 of the Delhi Electricity Reforms Act, 2000 are binding on the Commission. The
Commission, therefore, does not have any further views in the matter. Furthermore, this aspect has
been discussed and addressed in the Commission’s Order on Bulk Supply Tariff and opening level
of AT&C losses issued on February 22, 2002. The Commission suggests that the respondents may

approach the appropriate agencies for seeking clarifications.

2.35.5 Transition issues

The Commission would like to inform the respondents that the issues raised herein are not related to
the ARR and Tariff Petition of the Utilities for FY 2005-06. The Commission will deal with the issue of

tariff stfructure in post fransition period at the appropriate time.

2.35.6 Compliance with the Directives of the Commission

The Commission would like to inform the respondents that it monitors the Petitioners’ compliance
with the directives at periodic intervals. The status and details of compliance by the Petitioner on
the directives issued vide the Commission’s Order dated June 9, 2004 has been elaborated in
Section 7of the Order.

2.35.7 AT&C Losses

The Commission would like to highlight that the Policy Directions required the Commission to
determine the opening level of AT&C loss for each DISCOM through an Order, which were to be
the opening levels of AT&C losses for the purposes of bidding. The base levels of losses for each
DISCOM was determined by the Commission vide its Order of February 22, 2002. The Policy
Directions further indicated that the AT&C loss for the purpose of tariff computation by the
Commission for each DISCOM in a year shall be based on the opening AT&C loss and the
reductions proposed for the year in the accepted bid of the investor selected by the Government
for purchase of 51% equity in the Distribution Company. The Policy Directions also stipulate the
mechanism for treatment of under-achievement and over-achievement of loss reduction with
respect to the accepted bid levels and minimum levels specified by the Government. The
Commission would like to clarify that the effective return is subject to the achievement of AT&C loss
reduction committed by the Distribution Companies during the year. Any underachievement in

relation to the bid level shall be to the account of the Petitioner. The AT&C losses for each of the
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five years beginning FY 2002-03 for tariff determination purposes has, thus, been laid out very
clearly in the Policy Directions and are binding on the Commission. With regard to the re-
examination of the validity of AT&C loss as a measure, the Commission would like to inform the

respondents that the Commission is bound by the Policy Directions issued by the GNCTD.

The Commission would like to clarify that the opening loss level for the Petitioner was 48.1% and not

53.4% as mentioned by the Petitioner.

As regard fo the objection that while the DISCOMs have made claims of over achievement in loss
reduction targets at various forums, the Petitions have indicated lower reduction, this is due to the
reason that the Petitions were submitted in the month of December 2004 in which the DISCOMS
have considered the AT&C loss reduction at bid level. The extent of overachievement in loss
reduction targets could not be known at the time of filing of Petitions. The actual reduction in AT&C

losses during the FY 2004-05 have been more than the committed level of loss reduction.

On the submission that an ordinary consumer is not interested in the voluminous petitions, but is
interested to know the achievements made by DISCOMs to reduce the losses with respect to
target levels, the Commission would like to highlight that the Commission deliberates on the
achievements of the DISCOMs in respect of reduction of losses with respect to the bid level
reduction targets in Section é of its Orders on the ARR and Tariff Petition of the DISCOMs. The
achievements of the DISCOMs with respect to reduction of losses during FY 2004-05 have been

elaborated in Section 6 of the Order.

The Commission appreciates the suggestion of the respondents for examination of AT&C loss levels
of the DISCOMs vis-a-vis the losses in other States and international data. The Commission also
shares the concerns of consumers against high levels of losses in some areas. However, the
Commission would like to point out that the year-wise loss reduction trajectory that was agreed
between the successful investors and the Government, at the time of privatisation, forms a part
and parcel of the Policy Directions issued by Government and the same cannot be changed or

disregarded by the Commission.

As regards the suggestion that only the collection efficiency of the Petitioner against its own billing
should be considered and that the collection of DVB arrears should not be considered for
computing the collection efficiency and the AT&C losses, the Commission would like to clarify that
in accordance with the widely accepted definition of collection efficiency, the collection
efficiency is defined as “percentage of amount collected during the period to the amount billed
during the period”, and hence, the collection towards the past arrears in the sector cannot be
excluded while computing the collection efficiency. Further, the Commission while determining the

opening AT&C loss levels, vide its Order date February 22, 2002, has not excluded the collection
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from the past arrears. Thus, any change in the methodology adopted to determine the level of

AT&C losses would not be appropriate at this stage.

The Commission appreciates the concerns of consumers and acknowledges their role in reduction
of AT&C losses in the NDPL area. However, the provisions of the Policy Direction in respect of
uniform retail tariffs for the three DISCOMs till FY 2006-07 are binding on the Commission. Therefore,
tariffs for NDPL consumers cannot be lower than that for consumers of other DISCOMs at this stage.
However, the Commission has ensured that benefits of NDPL's over achievement is passed on to

them by amortisation of Regulatory Asset of NDPL. This is further discussed in Section 4 of the Order.

For regular monitoring of AT&C losses, the Commission directs the DISCOMs to provide the break up
of energy input to the DISCOM, energy sold by the DISCOM, energy billed by the DISCOM and the
revenue realisation against billed energy and the district wise AT&C losses on a monthly basis
within fifteen days after the end of each month. To start with, this information shall be provided to
the Commission in hard copies. Once the Regulatory Information Management System (RIMS) is

operational within the Commission, this data shall be submitted through RIMS.

2.35.8 ARR and Revenue Gap

The Commission would like to clarify that it has carefully examined all the elements of expenditure
and revenue, and has not merely gone by the actual expenses as per the accounts of the
Petitioner. The Commission considered the prudence of expenditure projected by the Ufilities, the
actual expenditure in FY 2004-05, as well as the committed Government support, while determining
the revenue requirement and the category-wise tariffs to meet the revenue requirement. A
detailed analysis of all the expenditure and the revenue components, and the methodology of
projection adopted by the Commission has been provided in the relevant sections of Sections 3

and 4, respectively.

As regards to the TRANSCO's objection with respect to determination of Bulk Supply Tariff of
DISCOMs based on paying capacity of DISCOMs, the Commission would like to clarify that the
Commission in its Order dated February 22, 2002 on Determination of Bulk Supply Tariff and
Opening Level of AT&C losses has determined the Bulk Supply Tariff considering the Policy

Directions issued by GNCTD. The Commission in this regard has noted as follows:

"As per the above principles laid down in the Policy Directions issued by the Govt. of NCT of Delhi,
the Bulk Supply Tariff for each DISCOM is to be determined on the basis of its paying capacity. The
paying capacity for each DISCOM (amount available for power purchase) is to be computed by
projecting the expected revenues and deducting therefrom the revenue requirement excluding

the power purchase expenses.”

The Commission has adopted the same approach while determining the Bulk Supply Tariff in ifs
Orders dated June 26, 2003 on ARR and Tariff Petitions of TRANSCO and DISCOMs for FY 2002-03

2-92 Delhi Electricity Regulatory Commission




2. Response from Stakeholders

and FY 2003-04 and its Orders on June 9, 2004 on the ARR and Tariff Petfitions of TRANSCO and
DISCOMs for FY 2004-05. The TRANSCO has not objected to the approach adopted by the
Commission with respect to determination of Bulk Supply Tariff. Therefore, at this stage, the
objection raised by the TRANSCO with respect to determination of BST based on paying capacity is
not tenable, as the tariff for the ensuing year is also determined under the gamut of Policy
Directions. Further, the Commission would like to clarify that the entire Revenue Requirement of
TRANSCO as approved by the Commission is being met by combination of Bulk Supply Tariff and

Govt. Support available in accordance with the Policy Directions of the GNCTD.

Further, on the issue of creation of additional regulatory asset while approving the ARR and Tariff
for FY 05-06, the Commission would like to inform that the matter with respect to Regulatory Asset
created in the previous Order dated June 9, 2004 on the ARR and Tariff Pefitions for FY 2004-05 is
sub-judice. Further, the Commission has deliberated on the amortisation of Regulatory Asset
created in its Order dated June 9, 2004 in Section 4 of the Order.

2.35.9 Depreciation

The Commission has deliberated on this issue in detail in its Orders on ARR and Tariff Determination
for FY 2002-03 and FY 2003-04, and for FY 2004-05. The Commission has adopted a ratfional
approach in this regard and has allowed depreciation on the basis of the straight-line method of
depreciation linked to useful life of the assets and at the rates prescribed in Appendix Il to Central
Electricity Regulatory Commission (Terms and Conditions of Tariff) Regulations, 2004 for various asset
classes from FY 2005-06 onwards. The approach adopted by the Commission and the extent of

depreciation allowed by the Commission has been discussed in detail in Section 3 of the Order.

2.35.10 Investments

The Commission has held detailed discussions with the DISCOMs and scrutinized the investments
already made as well as the investments proposed to be made by the DISCOMs. The Commission
has also conducted sample checks on the investments —progress of capital expenditure, quality of

execution of work af site and issue of completion cerfificates.

Details with respect to scheme-wise investment proposed by the Petitioner, details of actual
investments undertaken during FY 2004-05, and the Petitioner’s preparedness for executing the
works proposed under the capital investments for FY 2005-06 were obtained and the same have
been duly taken info account while determining the capital investments for the purpose of

determination of the Annual Revenue Requirement (ARR) as mentioned in Section 3 of the Order.
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The Commission would also like to clarify that the capital investments are not included under
revenue expenditure. In the revenue expenses, only the capital expenditure related charges, i.e.

interest payable on the loans, depreciation as well as return on equity have been considered.

The DISCOMs shall ensure that all capital investment being undertaken by them should be
approved by the Commission. Further, the DISCOMs shall comply with the provision of the Electricity
Act, 2003, License conditions, Rules, Regulations, and the procedures, principles laid down by the
Commission including safety aspects and prudent ufility practices during the execution of capital

works.

2.35.11 Funding of Investments

In respect of APDRP funds, the Commission has noted that all efforts are being made by the
Licensees to ensure the availability of funds under APDRP. However, if funds are not available,
works cannot suffer. As a result, the Petitioner may have to resort to other available means of
finance to ensure that works are completed on time. The Commission would like to point out that

for the current year, the Utilities have not projected the availability of APDRP grant.

As regards consumer contribution, the Commission would like to point out that consumers’
contribution cannot be accounted as revenue from tariff. As a principle, the consumer
contribution is collected for partial funding of works to be executed by the Licensee for supplying
the power to the consumers. If consumers’ contribution is accounted for as a revenue item, the
Licensee will not have the resource to finance construction works. Therefore, consumers’
conftribution is accounted for as part of means of finance for funding capital expenditure and no

return is being allowed by the Commission on consumer contribution.

2.35.12 Employee Cost and Voluntary Retirement Scheme

The Commission has examined the employee expenses projected by the Petitioner and the actual
employee expenses for FY 2004-05. The total employee expenses allowed by the Commission for FY
2004-05 and FY 2005-06 and the freatment of VSS expenses has been discussed in detail in Section
3 of the Order.

The Commission would like to clarify that the Commission has considered employee expenses for
the purpose of estimation of ARR as if no employee has taken VSS. With this approach, the
Commission has considered the employee expenses without considering the costs of VSS and
savings in employee costs due to VSS. This method of treatment of VSS and its savings will be
beneficial to the consumers, as it maintains the employee costs at prudent levels and will be tariff
neutral for the period till the one time payment due to VSS and other costs related to VSS are
amortised by savings in employee costs. The Commission would like to clarify that this approach
has already been accepted by the Petitioner in the Order on ARR and Tariff Petition for FY 2004-05.
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2.35.13 Other Expenses

The Commission has examined all the components of other expenses projected by the Petitioner
for FY 2005-06 and the actual other expenses in FY 2004-05 while approving the expenses for FY
2004-05 and FY 2005-06. The details of other expenses have been deliberated in Section 3 of the
Order.

2.35.14 R&M Expenses

The Commission has analysed all the components of R&M expenses projected by the Petitioner for
FY 2005-06 and the actual R&M expenses in FY 2004-05 while approving the R&M expenses. Further,
as mentioned in Section 1, the Commission staff undertook field visits in Petitioner’s license area at
some select locations to review the physical progress of the Capital Works and Repairs and
Maintenance works. The details of R&M expenses have been discussed in detail in Section 3 of the
Order.

2.35.15 A&G Expenses

The Commission has examined the A&G expenses projected by the Petitioner for FY 2005-06 and
the actual A&G expenses for FY 2004-05 while approving the A&G expenses. The details of A&G

expenses have been deliberated upon in Section 3 of the Order.

The Commission would like to clarify that the Commission only examines the major expenses under
A&G expenses and fakes an overall view on the A&G expenses. The Commission does not check
each and every expense under this component as the same would tantamount to intrusive
regulation and micro management of the Utility. Further, the Ufility’'s accounts are being audited
by Statutory Auditors. The Commission opines that some flexibility should be given to the Utility in

respect of components of A&G expenses within the approved total A&G expenses.

2.35.16 Interest on Long Term Loans

The approach adopted by the Commission with respect to Means of Finance, interest on loans,
efc. has been deliberated in Section 3 of the Order.

2.35.17 Interest on Security Deposit

The Commission would like to inform that the Commission is dealing with the matter of payment of
interest on security deposits received from consumers by way of a separate Petition. Therefore, the

Commission has not considered any amount towards interest on security deposit while estimating

the ARR and would consider the same during fruing up after the disposal of the Petition.
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2.35.18 Cost of land

The Commission would like to bring fo the noftice of the respondents that the DISCOMs have not
been given the ownership for the old sub-statfions, etc. These sub-stations have been transferred to
the DISCOMs on lease. In accordance with agreement entered into between the parties and the
GNCTD, the DISCOMs have to pay a nominal rent of Re. 1 for these sub-statfions. If the DISCOMs
pay the commercial rates for the land made available to them for setting up of sub-stations etc.,

the same would have to be a pass through in tariff and would result in a tariff shock to consumers.

For new land allotted to the DISCOMs, the Commission approves the associated costs after a final

view is taken in consultation with the GNCTD.

2.35.19 Truing up

As regard to the suggestion that the trued up amounts should earn return at the rate in proportion
of 70:30 Debt:Equity and not pure equity, the Commission would like to clarify that the carrying cost
on frued up amounts as approved by the Commission for previous year is being allowed by the
Commission with a normative Debt:Equity ratio of 70:30 and the same approach has been

adopted by the Commission in its previous Orders also.

2.35.20 Return on Equity

The Commission has deliberated upon the issue of Return on Equity in detail in Section 3 of the
Order.

On the issue of reinterpretation of Policy Directions in respect of Return on Equity, the Commission
would like fo point out that it has dealt with this issue in the Order on ARR and Tariff Petfition dated
June 9, 2004. The Commission had referred the matter to the GNCITD seeking clarification on
interpretation of the methodology to be followed for allowing Return on Equity fo the Pefitioner
and based on the clarification received from the GNCTD, the Commission has continued with the
methodology of allowing return on equity on initial equity and average of opening and closing
free reserves used for funding capital investments. The Commission would like to highlight that the
Cenfral Electricity Regulatory Commission also follows the same procedure in respect of Return on

Equity. The Commission does not find any reason to reopen this issue.

The Petitioner in its response has referred to the Draft ‘Terms and conditions for Tariff determination’.
The Commission would like to point out that this document is in a draft sfage and is yet to be

finalized. The comments given by the Petitioner shall be dealt with when this document is finalized.

2.35.21 DVB Arrears

As regard to the ploughing back of DVB Arrears, the Commission has deliberated on the treatment

of DVB arrears in detail in Section 4 of the Order.
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As regard to the 20% commission for DISCOMs for collection of DVB arrears, the Commission would
like to clarify that in its previous Orders, the Commission has considered 20% of the past arrears of
DVB collected by the Petitioner as income as part of total revenue while estimating the Annual
Revenue Requirement. The Commission has adopted the same approach in this Order also.
Therefore, 20% commission on DVB arrears to DISCOMs is being passed on to consumers while
estimating the ARR and is not an additional Return to the DISCOMs.

2.35.22 Sale of Energy and Revenue Redlisation

The Commission has obtained the actual category-wise and slab-wise sales details for FY 2004-05
from the Petitioner and has considered the same. For FY 2005-06, the Commission has projected
the category-wise demand based on past frends including actual sales during FY 2004-05.
Therefore, the Commission has examined the change in consumer mix and the trend in sales for
the Petitioner. The methodology adopted by the Commission for projecting the category wise
demand for FY 2005-06 has been discussed in detail in Section 6 of the Order. The Commission has

also deliberated on the energy requirement of the DISCOMs in this Section.

As regards the wide disparity between per capita consumption of the employees of the erstwhile
DVB, the Commission directs the Petitioner to conduct energy audit in case of those employees of
the erstwhile DVB whose average consumption pattern is too low as compared to the average
level of consumption for domestic consumers. The Petitioner shall submit the report of such energy

audit to the Commiission within three months of the issue of this Order.

2.35.23 Tariff Policy and Tariff Structure

The Commission’s views on Tariff Policy and Tariff Structure have been elaborated in Section 4
(Tariff Philosophy) and Section 5 (Ratfionalisation of Tariff) of the Order, respectively. Section 4 deals
with the overall tariff philosophy adopted by the Commission including determination of overall
sector revenue gap at existing bulk supply and retail supply tariffs, freatment of AT&C losses,
measures proposed to bridge the gap including tariff increase, regulatory asset, amortisation of
regulatory assetfs, efc. In Section 5, the Commission has discussed in detail the various tariff
rationalisation measures suggested by the Petitioner and other two DISCOMs, Commission’s Views
on the suggested measures and the Commission’s views on the suggestions made by stakeholders
on tariff rationalisation aspects. The issues discussed in Section 5 includes the following issues on

which the response was received from stakeholders:

e Fixed Charges
e KVAh based Tariff and Power Factor

e Creation of New Categories/Merging of Categories
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e Slabs for Domestic Category

e TOD Tariffs

e Low Power Factor Surcharge

e Late Payment Surcharge

e  Cross Subsidy

e Definition of Tariff Shock

e Tariff for Co-operative group Housing Societies

e Railway tariff

e Clubbing of Connections

The Commission would like to point out that the issue of FAE is not related to the ARR of the

Petitioner. Therefore, the Commission is not addressing this issue here.

Similarly, the matter of DISCOMs not obtaining the clearance of the electrical inspector of GNCTD
before charging the HVDS scheme is not an ARR issue and is therefore, not being addressed here.
However, the Licensees shall ensure that all electrical works are executed and commissioned as
per the provisions of the Electricity Act, 2003, License Conditions, Rules and Regulations, prudent
Utility practices as well as the safety aspects in this regard. In case of violation of the provisions of

any of the binding Statutes, the consequences shall be to the account of the Licensees.

On the objections that since the DISCOMs are buying power in kWh, they should charge the
consumption on the basis of kWh only and not on the basis of energy measured in kVAh, the
Commission would like to bring to the notice of the respondents that one of the important
elements in the Policy Directions issued by the GNCTD is that the the BST payable by the DISCOMs
to the TRANSCO for power purchase by each DISCOM is based on the paying capacity of the
respective DISCOMs. Therefore, a fixed charge cannot be levied on the DISCOMs in respect of

power purchase. However, the DISCOMs pay for reactive power to the TRANSCO.

2.35.24 Billing for Unauthorized Usage

This issue is not related to the ARR of the Petitioner and is therefore, not being addressed here.
2.35.25 Billing Grievances, Performance Standards and Theft Provisions
Several respondents during the ARR process have highlighted the biling and collection problems

in the system. The Commission is concerned about such billing problems in the system and to rectify

such problems the Commission has issued “Performance Standards (Metering and Billing)
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Regulations” on August 19, 2002. The Commission directs the Pefitioner to strictly adhere to the
guidelines set in the "Performance Standards (Metering and Billing) Regulations” and improve the
biling and collection system. In case there are any lapses on the part of the Petitioner in adhering
to these performance standards, then the consumers should come forward and report the same
under the relevant provisions of the Regulations. Further the Commission is in the process of revising
the “Performance Standards (Metering and Billing) Regulations, the draft of which was issued for
public comments and the public hearing was also held during November 2004. Further, the
Government of India in June 2005 has issued certain Rules with respect to theft provisions. The
Commission will incorporate the appropriate provisions for assessment of energy consumption in
case of theft while revising the Performance Standards (Metfering and Biling) Regulations in due

course of fime.

The Commission in March 2004 nofified the Guidelines for establishment of Forum for redressal of
grievances of the consumer and Ombudsman Regulations, 2003. Subsequently in August 2004, alll
the three DISCOMs have established the Grievance Redressal Forums and the Forums are
operational. The consumers should address their problems related to the metering and billing issues

to the respective Forum for redressal of grievances.

Further the Commission has also appointed an Ombudsman in the month of August 2004 to settle

the grievances of any consumer who is aggrieved by non-redressal of his grievances by the Forum.

The Commission agrees with the views of the respondents that the billing, collection and complaint
handling procedures should be more consumer friendly. The Commission appreciates the inifiatives
taken by the Petitioner in this regard and expects that the Petitioner will further improve its system

to make the operations more consumer friendly.

2.35.26 Metering Related Issues

Several respondents during the ARR process have questioned the quality of meters and raised the
issues on faulty meters and fast running of meters. The Commission in August 2003 had set up a
Committee to look into the various complaints regarding faulty meters. The Committee included
officials from DERC, the DISCOMs and a prominent NGO, namely, Common Cause. The Committee
undertook testing of about 375 meters, which were randomly selected from the stores of the
DISCOMs. The meters were tested in a test bench set up by the Commission in its premises. The
Committee had observed that more than 91% of the meters recorded consumption levels within
the prescribed limits given in the Indian Electricity Rules. About 2% of the meters were found o be
slow and 0.5% of the meters were faster than the prescribed limit. About 5% of the meters,
however, were found o be defective (seemingly due to design features) and they belonged to a
particular brand. The Committee had made certain recommendations for festing of meters on the

basis of which a fresh ‘meter testing drive’ was initiated by all the DISCOMs in Delhi during the
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period July 19, 2004 to August 18, 2004. As per the details provided by the DISCOMs, out of more

than 6200 meters tested, about 93% were found to be working within the specified limit.

Subsequently, the Commission directed the DISCOMs to undertake testing of meters with the
assistance of an independent third party. Accordingly, the DISCOMs have fied up with the Cenfral
Power Research Institute (CPRI), an autonomous body under the Ministry of Power, Govt. of India
for testing of meters. Any consumer may lodge a request with the DISCOM and get his meter
tested through the CPRI. The issues with respect to replacement of meters, levying of theft charges
in case of faulty/burnt meters are not the ARR related issues and the Commission will deal with

these issues while revising the Performance Standards (Metering and Billing) Regulations.

2.35.27 Quality of Service/Supply

The Commission in its last Tariff Order has mentioned that with the substantial expenditure towards
capital investments and for R&M, the Companies will be able to achieve substantial progress in

improvement in quality and consumer service.

The Commission is in the process of finalising the Grid Code, Supply Code and Distribution Code for

dealing with the issues related to Quality of Service/Supply.

2.35.28 Service Line Charges

As regard to the fixation of rate for Service Line Charges to be charged by the SPD Contractor
from its consumers, the Commission is of the view that this issue is not relevant to the ARR and Tariff

Petition of the Petitioner and is therefore, not being addressed here.

2.35.29 Payment through ECS and Cheques

As regard to the various modes of payment by the consumers to the Petitioner including Electronic
Clearing Scheme, the Commission is of the opinion that this is a commercial matter to be decided

between the Utilities and the Consumers.

In respect of payments through cheques, the Commission would like fo highlight that in the
Finance Bill, 2005 of the Govt. of India, payment for electricity of more than Rs. 50,000 per year has
been included as a criteria for filing a return of income. In line with the above, the Commission
directs that in case the bill for consumption of electricity is more than Rs. 4,000, payment for the bill
shall only be accepted by the Licensee by means of an Account Payee cheque/DD. The
Commission directs the DISCOMs to indicate on the bills where the amount to be paid is more than
Rs. 4,000 that the bill shall be “Payable by local cheque/DD” only. Further, the Commission
suggests that all other consumers whose bill amount is less than Rs. 4,000 may also be encouraged

to pay their bills by Account Payee cheque/DD irrespective of the amount of the bill.
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2.35.30 New Connections and Three Phase Supply to Domestic/Non-Domestic Consumers

The issues related to new connections for three phase supply to domestic/non-domestic consumers
are not related to ARR and Tariff Petitions. The Commission will deal with these issues while finalising

the Supply Code.

2.35.31 Policy on Retirement of Assets

As regards the Policy on Retirement of Assets, the Commission in this Order has directed the
Petitioner to submit a separate Petition towards treatment of loss on retirement of assets covering
various assets retired or proposed to be retired. The Commission will process this Petition

separately.
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Order on ARR and Petition of NDPL for FY 2005-06
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Analysis of Annual Revenue Requirement

3. Analysis of Annual Revenue Requirement

3.1 Introduction

Section 28 (5) of the Delhi Electricity Reform Act, 2000 requires a licensee to provide to the
Commission, at least 3 months before the ensuing financial year, full details of its calculation of the
expected aggregate revenue from charges for that financial year, which the licensee is permitted
to recover pursuant to the terms of its license. The Section further stipulates that the licensee shall
also furnish such further information as the Commission may reasonably require to assess the

licensee's calculations.

Pursuant to the above sfipulafion, and consequent to restructuring of the DVB in July 2002, the
Commission, in August 2002, issued the revised guidelines for methodologies and procedures to be
adopted by the TRANSCO and DISCOMs for filing of ARR. As already explained in Sectfion 2,
according to the Policy Directions issued by the Government of NCT of Delhi, bulk supply fariff for
supply of energy from TRANSCO to DISCOMs is required fo be determined on the basis of the
paying capacity of each DISCOM. The forms contained in the guidelines call for a variety of

information/data relating to expenditure, return, various performance parameters, efc.

The Commission in its Order issued on June 26, 2003 has proposed the fruing up mechanism, under
which the Commission has proposed to adjust the variation in the various elements of expenses
and revenue figures considered in the Order with the actual expenses and revenue next year after
determining the prudence of each component of ARR and Revenues. The principles of truing up

mechanism are elaborated in Section 4 of the Order.

The Petfitioner in its Petition for FY 2005-06 has submitted the revised estimates for FY 2004-05 and
requested the Commission to allow the variation in expenses and revenue based on the revised
estimates as compared to the expenses and revenue approved by the Commission. The Petitioner

has also requested for the truing up of certain elements of ARR for FY 2003-04.

The Commission has considered various submissions made by the Peftitioner over the course of the
ARR and tariff determination process and has carefully analysed the different heads of expenditure
fo true up the ARR for FY 2004-05 and to project the realistic level of allowable expenditure during
FY 2005 -06. The process of ARR determination for FY 2005-06 got extended beyond March 31,
2005, and therefore the Commission obtained the details of actual expenses and revenue for FY
2004-05. As the actual details of expenses and revenue for FY 04-05 are available based on the
provisional audited accounts, the Commission has trued up all the elements of ARR based on the
actual expenses and income of NDPL after ensuring that the expenses satisfy the test of
reasonable prudence. Further, the Commission has also examined the Petitioner’s request for truing

up of certain elements for FY 2003-04 based on the final audited accounts. The expenses to be
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frued up for FY 2003-04 have been discussed while analysing the relevant head of expenditure for
FY 2004-05 and FY 2005-06.
3.2 Annual Revenue Requirement
Typically, the Annual Revenue Requirement of the licensee consists of the following major items: -
a) Expenses: -
= Power Purchase Cost (Discussed in the Order on ARR and Tariff Petition of TRANSCO)
= Employee expenses
=  Administrafive and general expenses
=  Repairs and maintenance expenses
= Interest expenditure
= Depreciation
b) Return on Equity
c) Taxes onIncome

d) Non Tariff Income

3.3 Employee Expenses

3.3.1 Petitioner's Submission

The Petitioner, in its ARR and Tariff Petition for FY 2005-06, provided the revised estimates for FY 2004-
05. The Petitioner has estimated gross employee expense of Rs. 141.28 Crore for FY 2004-05, which is
higher than the Commission's approval of Rs. 133.39 Crore. The Petitioner has submitted that this

increase is mainly due to the following reasons:

= Under-estimation of Terminal Benefits by Rs 4.02 Crore (@ 26% of Basic Salary + Dearness Pay +
Dearness Allowance)

= Under-estimation of Basic Pay (including Dearness Pay) by Rs 1.38 Crore
= Actual DA being 14% against 11% considered by the Commission

= The Petitioner has estimated a capitalisation of 10% of employee expenses for FY 2004-05.

For FY 2005-06, the Pefitioner has projected gross employee expenses at Rs. 151.45 Crore. The
Petitioner has also proposed capitalisation @ 10% of the gross employee cost, thereby resulting in a
net employee cost of Rs 140.02 Crore. The assumptions made by the Petitioner in projecting
expenses for FY 2005-06 on some of the critical components of the employee expenses are

outlined below:

= Increase in basic salary for the employees of erstwhile DVB assumed at 3 % p.a. and for new
employees under NDPL structure, the increment is assumed at 10%. The Pefitioner submitted
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that this difference in increment is on account of DA that is not available to NDPL's own
employees.

= DA has been assumed at 17% during April 05 fo June 05, 20% from July fo December 05, and
23% from January 06 to March 06, thus resulting an average DA of 20% for the year 2005-06.

= Increase in other allowances by 21% over the current year. This increase is due to annual
increments (as these are linked fo basic pay) and fresh recruitments which shall be under the
NDPL pay structure where allowances constitute 70% of their total salary. The Pefitioner further
submitted that with the gradual retirement of employees under the DVB pay structure, the
proportion of “Other Allowances” to “Salaries” shall increase as such employees shall be
employees under the “Cost to Company” pay structure where all allowances are clubbed
together.

=  Terminal Benefits @26% of Basic, Dearness Pay and Dearness Allowance.

= Capitalisation at 10% of the total employee cost.

= Increase in LTA claims.

.

o Petitioner’s Submission on Voluntary Separation Scheme (VSS)

NDPL had implemented VSS scheme in December 2003, which was made effective in January-

February 2004 and 1798 employees had opted for the scheme. The NDPL maintained that the

liability pertaining to refiral dues would be borne by the DVB ETBF-2002 Trust, however the same was

not agreed to by the GNCTD. The GNCTD calculated a sum payable of around Rs 242.98 Crore by

NDPL towards retirement dues. NDPL calculated this liability through an actuarial valuation at

around Rs 41 Crore which was not agreed by GNCTD. The Petitioner submitted that pending final

resolution, an MoU was signed between GNCTD and DISCOMSs as an interim measure subject to

GNCTD issuing Policy Directions to the Hon'ble Commission for allowing all expenses towards

meeting any additional liabilities beyond the amounts already paid towards VSS. As per interim

arrangement, DISCOMs shall provide the funds for monthly gross pension i.e without commutation

on actual basis from the date of separation of VSS retirees for an interim period and the medical

and LTC benefits of the VSS retirees shall be paid by the DISCOMs fill the final resolution of the issue.

The Petitioner further submitted that it has already paid a sum of Rs .18 Crore on November 20,
2004 towards gross pension and this amount has not been included in the ARR pending final
resolution of the matter. The estimated liability towards gross pension for the FY 2005-06 is around Rs
11.75 Crore.

The Petitioner mentioned that it has tied up a Rs 95 Crore loan for re-financing the VSS pay-put and
inferest on this loan has not been separately included in the ARR as it shall be met out of the
savings arising due fo implementation of VSS. The savings on account of VSS shall undergo change
once the issue of liability pertaining to refirement dues is finally resolved and the exact liabilities are
known. Further, the savings in future years shall also progressively reduce as some of the employees

who opted for VSS would have naturally retfired in the coming years.
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3.3.2 Commission’s Analysis

The Commission has analysed the employee expenses proposed by the Petitioner along with the
methodology adopted for estimation of the employee expenses. During the technical sessions, the
Commission directed the Petitioner to submit the actual employee expenditure incurred during FY
2004-05. The Commission also directed the Petitioner to submit the actual savings out of Voluntary

Separation Scheme along with Cost Benefit Analysis.

Accordingly, the Petitioner submitted the details of actual employee expenses for FY 2004-05 and
the details of savings from VSS. The total actual employee expenses for FY 2004-05 as submitted by
the Petitioner are Rs. 128.16 Crore including the VSS amortisation expense of Rs 32.98 Crore. Further,
the Petitioner has also submitted that the actual expenses incurred on interest expenses on loan for
financing the VSS pay out and the actual expenses incurred on liabilities pertaining to retirement
dues of employees who have availed VSS is Rs 11.19 Crore. The Petitioner has capitalised the 10%
of the employee expenses excluding VSS related expenses which works out fo Rs 9.51 Crore. The
total actual employee expenses including VSS related expenses for FY 2004-05 works out to Rs

139.35 Crore and the net expenses after capitalisation works out to Rs 129.84 Crore.

The Commission in its Order on ARR and Tariff Pefition for FY 2004-05 has elaborated on the
mechanism to be followed for tfreatment of VSS expenses and the treatment of employee
expenses in lieu of VSS. The Commission has opined that the expenditure on VSS, the borrowing
cost, retirement dues of employees who have availed VSS and increase in other expenses due to
implementation of this scheme, if any, have fo be met from the savings in Employee Costs over the
future years. With this mechanism, once the cumulative savings on account of reduction in
employees are equivalent to the one fime VSS outgo after adjusting for the increase in the other
expenses, the savings in employee expenses will be available for the purpose of ARR computations
and thus in the tariff to the consumers. The Commission further opined that the Commission has
projected the employee expenses without considering the costs of VSS and savings in employee
costs due to VSS. The increase in A&G expense on account of outsourcing of meter reading and
biling expenses has also not been considered by the Commission in the ARR. This mechanism of

treatment of Employee and SVRS expenses has been accepted by the Utilities.

As elaborated in its Order on ARR and Tariff Petition for FY 2004-05, the Commission would like fo
continue with the same approach for considering the employee expenses in the ARR i.e. without
considering the costs of VSS and savings in employee costs due to VSS. This method of treatment of
VSS outgo and its savings will be beneficial to the consumers, as it maintains the employee costs at
prudent levels and will be tariff neutral for the period till the one time payment due to VSS and
other costs related to VSS are amortised by savings in employee costs. Once the net savings in
employee expenses are equivalent to VSS cost along with its related cost, the substantial reduction
in employee expenses will also be passed on to consumers in ARR and tariffs. The Commission
directs the Petitioner to incorporate the details of actual date of superannuation of employees who

opted for VSS in the estimated savings from VSS and submit the same to the Commission.
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In line with the above approach, for FY 2004-05, the Commission has considered the various
components of employee expenses as approved in Order for FY 2004-05 except DA and
Capitalisation of employee expenses. The Commission has considered the DA as 14% of Basic
Salary based on average actual DA rate applicable during the year (11% for first 3 months, 14% for
next 6 months and 17% for remaining 3 months of the year). As regards to capitalisation, the actual
employee expenses capitalised during the year are Rs. 9.51 Crore, and the Commission has

considered the same while approving the net employee expenses for FY 2004-05.

As regards fo the Pefitioner’s submission regarding under-estimation of Terminal Benefits for FY 2004-
05, the Commission would like to highlight that the Commission has considered the terminal
benefits while approving the Order for FY 2004-05 based on actual terminal benefits during FY 2003-
04. Further, the Commission has examined the actual terminal benefit for FY 2004-05, which works
out to around 18 % of Basic and DA component. The terminal benefits considered by Commission

for FY 2004-05 in the Order also works out to around 18 % of Basic and DA component.

For estimating the employee expenses for FY 2005-06, the Commission has projected each
component of the employee expenses rather than applying a growth rate on the overall
employee expenses of FY 2004-05. The assumptions made by the Commission with regard to the

projections for FY 2005-06 are stated below:

= Basic Salary: Growth of 3% on Basic Salary.
= Dearness Allowance: Increase in DA by 6%.

= Terminal Benefits (excluding the additional liabilities of terminal benefits arising out of SVRS) -
Around 18% of the Basic+DA in line with the terminal benefits as approved and actual ferminal
benefit for FY 2004-05.

= Ofther Allowances and expenses : Considered as proportion to the Basic, as these components
are linked to the Basic Salary.

°

Based on the above assumptions, the employee expenses for FY 2005-06 have been approved at
Rs 13%9.11Crore as against Rs. 151.43 Crore proposed by the Petitioner for FY 2004-05. The
Commission has considered capitalization of Rs 12.20 Crore as proposed by Petitioner in the revised

submission which is based on 10% of gross employee costs excluding VSS related costs.

Further, the Commission has examined the details of actual savings in the Employee Expenses
during FY 2004-05 due fto implementation of VSS which works out to Rs 40.03 Crore. Further, as
submitted by the Petitioner the matter of additional liabilities on account of implementation of VSS
is yet to be resolved between the Trust and the DISCOMs. Based on the interim arrangement
between NDPL and GNCITD, the actual expenditure incurred by the Petitioner towards the
additional liabilities is around Rs 11.19 Crore. Further, as indicated by the Petitioner, no Policy
Directions have been received by the Commission from the GNCTD in this regard. The Commission
would also like to highlight that the payback period of 2.8 years towards implementation of VSS

scheme worked out in its earlier Order was without considering the Trust Liabilities and the payback
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period may extend beyond 2.8 years after factoring info the additional liabilities to be borne by
NDPL. The Commission would like to separately monitor the VSS including savings from the scheme,
financing costs for funding the VSS liabilities, additional liabilities to be paid by NDPL in line with the
final setflement between NDPL and GNCTD so as to ensure that the savings in the employee costs
due to implementation of VSS are passed on to consumers in ARR after the revised pay back

period of the scheme.

The Table 3.1 provides a snapshot view of the employee expenses as proposed by NDPL in the

Petition and as approved by the Commission.

Table:3.1 Employee Expenses (Rs. Crore)

Particulars FY 2004-05 FY 2005-06
Order for FY | Rev. Est. | Actual | Commission | Petition Commission
2004-05 (Petition)

Salaries 59.73 38.57 37.17 59.73 41.05 61.52
Dearness Allowance 7.19 4.51 4.48 8.38 6.37 8.86
Terminal Benefits 11.95 9.44 7.25 11.95 9.93 12.57
Other Costs 54.52 50.16 45.25 54.50 56.98 56.15
VSS Related Costs 38.60 45.20 37.10

Total 133.39 141.28 139.35 134.56 151.43 139.11
less expenses 13.27 10.27 9.51 9.51 11.44 12.20
capitalized

Total 120.12 131.01 129.84 125.05 139.99 126.91

3.4 Administrative and General Expense (A&G)

3.4.1 Petitioner's Submission

The Petitioner in ARR and Tariff Petition for FY 2005-06 submitted that against an approved
Administrative and General expense of Rs. 18.94 Crore for FY 2004-05, the revised estimates of A&G
expenses for FY 2004-05 are Rs. 19.40 Crore. The Petitioner has submitted that this marginal increase
is mainly due to the increase in taxes in the current year’'s Budget in which the service tax has been
increased from 8% to 10% and eduction cess of 2% has also been levied, thus resulting in total

increase in service tax by 2.2%.

The Petitioner has projected an Administrative and General Expense of Rs. 21.94 Crore for FY 2005-
06, which is an increase of 11% in A&G expenses over FY 2004-05 revised estimates. The Petitioner
has submitted that higher growth rate in the A&G expense for FY 2005-06 has been considered

mainly due to following reasons:
= Increase of 10% in the rents.

= Increase in the Insurance premium due to higher capitalisation as increase in the amount of

the assets capitalised would result in an increase in the amount of premium to be paid.
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* Increase of 12% in conveyance and fravelling expenses
= Increase in other expenses by 10% over current year level to take care of inflation.

3.4.2 Commission’s Analysis

During the technical validation sessions, the Commission had asked the Petitioner to submit actual
A&G expenses for FY 2004-05. The Petitioner has submitted the actual A&G Expenses for FY 2004-05

as Rs. 19.20 Crore and has stated that in the Annual Accounts.

The Commission considers the actual A&G expenses of FY 2004-05 as reasonable and accepfts the
A&G expense at Rs. 19.20 Crore. For FY 2005-06, the Commission has considered an escalatfion of

4% in A&G expenses.

Table 3.2 provides a summary of A&G expenses as proposed by the Petitioner and as approved by

the Commission.

Table:3.2 Administrative and General Expenses (Rs. Crore)

Particulars FY 2004-05 FY 2005-06

Order for FY Rev. Est. Actual Commission Petition Commission
2004-05 (Petition)

Total A&G Expense 18.94 19.39 19.20 19.20 21.50 19.97

The Commission directs the Petitioner to take prior approval for any increase in A&G expenses
during the FY 2005-06 beyond A&G expenses approved before committing/incurring such

additional A&G expenses.

3.5 Other Admissible Expenses

The Petitioner in ARR and Tariff Petition for FY 2005-06 submitted that against an approved Other
Admissible expenses of Rs. 9.02 Crore for FY 2004-05, the revised estimates of other admissible
expenses for FY 2004-05 are Rs. 11.99 Crore. The Petitioner has submitted that this marginal increase
is only on account of increase in License Fees/Other Filing Fees which is a statutory expense and
expenses being incurred for collecting very old dues (old DVB Arrears) which are critical for

recovery of such arrears.
The submissions of the Petitioner on various other admissible expenses are as follows:
= Renf, Rates & Taxes : This includes lease rental for capacitors

= Legal Charges: The Petitioner submitted that the legal charges have increased due to large
number of litigations relating fo interpretation of EA 2003, criminal cases filed in Special Courts
under provisions of EA 2003, increased litigation from consumers due to large number of cases

in Forum, Consumer Courts, etfc.
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Auditors Fees: This includes the fees towards internal, statutory, tax and cost audits

Financing Costs: The Pefitioner submitted that it has obtained L/Cs as security for bulk supply
payments to TRANSCO. In order to maintain rebate for power purchase by advance payments
and to meet other mismatches between payments and receipts, utilisation of overdraft
facilities is imperative. Depreciation cannot meet the working capital requirement as
Depreciation is built up only gradually whereas working capital requirements have its peaks
and troughs with only a very small base requirement that remains constant throughout the
period. The Petitioner has assumed Letter of Credit Costs and Interest Rates atf the existing rates
of 0.4% p.a and 8% p.a., respectively and assumed to utilise 30% of the Rs 100 Crore facility on

continuous basis.

Expenses on Apprentice and Other Training Expenses : The Petitioner submitted that it has
established a fraining policy considering the National Training Policy issued by the Ministry of
Power for the Power Sector, in which it is stipulated that at least 7 days training has to be
imparted to each employee in a year. Further, the Policy recommends 1.5% of the salary
budget to be allocated to training. NDPL has estimated the training expenses for FY 2004-05
and FY 2005-06 as Rs 1.81 Crore and Rs 2.10 Crore, respectively.

License Fee/Other Filings

The Petitioner submitted that the expenditure for FY 2004-05 is more than the approved figure
as originally approved fee was only for FY 2004-05, while it has been directed by the Hon'ble
Commission to pay License Fee for the previous period from July 2002 onwards. The License
Fee actually paid in FY 2004-05 is Rs 1.62 Crore and other filing fees is around Rs 10 Lakh. For FY
2005-06, the Petitioner has estimated the License Fee as 0.05% of the estimated amount billed
during the current year. The total License and Other Filing Fee estimated for FY 2005-06 is Rs
0.78 Crore

Expenses for collecting DVB Arrears

The Petitioner submitted that in order to maximise the collection of old DVB Arrears, it has
engaged a collection agency, which has been entrusted the specific task of collecting DVB
arrears. An expenditure of Rs 1.56 Crore in FY 2004-05 and Rs 1.00 Crore in FY 2005-06 has been
estimated as 0.5% of the DVB Arrears collected by the Agency.

Loss on Sale/Retirement of Assets

The Petitioner has submitted that as the Hon'ble Commission has kept the issue of allowing loss
on sale/ retirement of assets in abeyance fill a policy on the same is formulated, the Petitioner
has not included any expenses towards loss on sale/retirement of assets as part of ARR.
However, the Petitioner requested to allow the Commission to allow this legitimate expense
after formulation of policy on treatment of loss on sale/retirement of assets. The yearwise

details of loss on sale/retirement of assets are given in table below:
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Table : Details of Loss on Sale/retirement of Assets (Rs Crore)

Description FY 2002-03 | FY 2003-04 | FY 2004-05 FY 2005-06
Original Cost of Fixed Asset 6.78 44.16 45 45
Accumulated Depreciation 18.34 20.85 35.80
Written Down cost of asset 25.82 24.15 9.20
retired

Income from Sale of Scrap 0.13 9.66 8.70
Loss on Retirement/Sale of Asset 2.22 25.69 14.49 0.50

3.5.1 Commission’s Analysis

During the technical validation sessions, the Commission had asked the Petitioner to submit the
details of actual other admissible expenses for FY 2004-05. The Petitioner has submitted the actual
other expenses for FY 2004-05 as Rs. 8.24 Crore and has stated that in the Annual Accounts. The
Commission has noted that the actual other admissible expenses of Rs 8.24 during FY 2004-05 are

less than the level of Rs 9.02 Crore as approved by the Commission.

Further the Commission has examined each component of these expenses. The expenses with
respect to Rent, rates and taxes and legal charges have marginally increased as compared o the
expenses approved in Order, while the License Fee has increased substantially because the
Peftitioner has paid the License Fees from July 2002 onwards during FY 2004-05. The expenses with
respect to Training and Apprentice, financing charges and Auditor’'s fees has reduced as
compared to expenses approved by the Commission. Further, the Petitioner has incurred
additional expense of Rs 1.07 Crore towards collection expenses for collecting DVB Arrears.
However, as the fotal actual other admissible expenses are within the expenses approved by the

Commission, the Commission has considered the actual expenses for FY 2004-05.

For FY 2005-06, the Commission has considered the other admissible expenses at the same level of
FY 05 except License Fees as during FY 2005-06 it has to paid for only once a year and the
Commission has considered the same @ 0.05% of the amount billed in accordance with the

License Conditions.

As regards to loss on sale/retirement of assetfs, the Commission has further examined this issue in
detail. The Commission directs the Petitioner to file a separate Petition to the Commission within one
month of the issue of this Order providing the details of the assets that are to be retired. The Petition
shall include complete details with respect to each asset proposed to be retired including whether
it was authorized by the Commission to replace the said asset. The Commission will finalize its

approach towards the retirement of assets following the receipt of such Petition.

Table 3.3 provides a summary of other admissible expenses as proposed by the Petitioner and as

approved by the Commission.
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Table:3.3 Other Admissible Expenses (Rs. Crore)

Particulars FY 2004-05 FY 2005-06
Order for FY|Rev. Est.|Actual Commission |Petition Commission
2004-05 (Petition)
Rent Rates and Taxes 1.33 1.36 1.52 1.52 1.36 1.52
Legal Charges 1.35 2 1.69 1.69 2.5 1.69
Collection Exp.- DVB 1.56 1.07 1.07 1.00 1.00
Arrears
License Fees 0.67 1.72 1.59 1.59 0.82 0.82
Training and 1.68 1.81 1.08 1.08 2.1 1.08
Apprentice
LC Charges+interest on 3.57 3.12 1.12 1.12 3.68 1.12
CC
Auditor's Fees 0.42 0.42 0.17 0.17 0.5 0.17
Total 9.02 11.99 8.24 8.24 11.96 7.4

3.6 Repairs and Maintenance (R&M)

3.6.1 Petitioner's Submission

The Petitioners has submitted that is has performed various Repair and Maintenance activities for
further improving systems by reduction in breakdowns, reduction in response time and increasing
preventing maintenance. The Petitioner mentioned that there has been a huge positive impact of
the R&M expendifure on the quality of energy/service being provided to the consumers which is
reflected in the reduction of failures/breakdowns. The Petitioner has submitted the details of some
of the performance indices such as reduction in number of 11 kV cable faults, reduction in number
of distribution transformers, number of fault free feeders. street light functionality, capacitor

availability, and reliability indices.

The Peftitioner mentioned that for achieving the improvement in quality of service, number of steps
were initiated by NDPL which required substantial amount of expenditure and has submitted the list

of various steps initiated.

The Pefitioner submitted that after the initial ‘fire fighting’ phase where huge expenditure had to
be incurred on immediate short term requirements, primarily to take care of breakdowns, is
gradually moving towards greater emphasis on preventive maintenance and consequently for the
next few years, R&M expenditure shall need to be maintained at the current levels after factoring

inflation and a percentage (2.5%) of the incremental capital expenditure.

The Petitioner submitted that the Commission has allowed R&M expenditure of Rs. 55.27 Crore in FY

2003-04 excluding small value items amounting to Rs 43 Crore which were charged to Revenue but
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were allowed by Commission as Capital Expenditure. The Petitioner submitted that though it is not
in agreement with the Hon'ble Commission that such items to be considered as part of capital
expenditure, keeping in view the Commission’s directions, such items have not been included as

part of revenue expenditure in the current ARR Petfition.

The Petitioner submitted that considering the actual expenditure incurred during April-September
2004 and the anficipated expenditure in the balance six months, NDPL vide its lefter dated
November 19, 2004 had requested the Commission to enhance the budget for FY 2004-05 from Rs
32.16 Crore by around Rs 20 Crore.

The Petitioner has, in its ARR and Tariff Petition for FY 2005-06, projected a Repairs and Maintenance
Expense of Rs. 55.54 Crore for FY 2005-06. The Pefitioner has projected an increase of 6% in R&M
expenses over FY 2004-05 revised estimates. The main reasons for the increase in R&M expense is

due to the inflation and incremental R&M due on incremental capital expenditure.

The Petitioner further clarified the reasons for including the Call Centre charges, Hire charges,

Energy Audit Expenses, Meter Reading Expenses as part of R&M expenses as follows:

= A dedicated call cenfre (no supply call centre) for recording, reporting and escalating
complaints pertaining to no supply and non functional street lights forms the part of the

operations function of NDPL

= Hire Charges comprises only the expenses incurred for running of 24 hour round the clock

Mobile Maintenance vans which are dedicated for each zone in NDPL area.

=  Nature of work performed under the head ‘Energy Audit and Meter Reading exercise’ is done
for ascertaining of the losses in the system, which comprises of both technical and commercial

losses.

3.6.2 Commission’s Analysis

During the technical validation sessions, the Commission had asked the Pefitioner to submit actuals
for FY 2004-05 The Petitioner has submitted the actuals for FY 2004-05 as Rs. 57.71 Crore

The Commission, in its previous Order on ARR Petition for FY 2004-05 dated June 9, 2004 had

directed the Petitioner to provide quarter wise details of the R&M activities as under:

'"The Commission directs the Petitioner to maintain a separate record of the items issued from the
Stores for R&M works, and submit the same to the Commission along with the details of the actual
R&M Works carried out at the end of each quarter. The Report on transformer failure rate should

also be submitted on a quarterly basis along with the above data on the R&M items issued."

The Petitioner has complied with the directive of the Commission and submitted the details of the
actual R&M works carried out during the quarter at the end of each quarter along with the items

issued for R&M works and transformer failure rate.
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Further, the Commission in its Order on ARR Petition for FY 2004-05 also directed the Petitioner to
take a prior approval for any increase in R&M expense during FY 2004-05 beyond the approved

R&M expense before committing/incurring an expense.

The Petitioner, vide its letter dated November 19, 2004 had requested the Commission to enhance
the budget for FY 2004-05 from Rs 32.16 Crore by around Rs 20 Crore. Further, during the
presentation made to the Commission in the month of February 2005, the Petitioner requested the

Commission to increase the R&M expenses from Rs 32.16 Crore to Rs 55 Crore.

The Commission, in its previous Order on ARR Petition for FY 2004-05, has opined that the
Commission expects that with the execution of capital works under the various schemes, the

extent of R&M works will decrease over a period, thus reducing the R&M expenses.

The Commission is of the opinion that with the capital investments made in previous three years,
the Repairs works would have been reduced during FY 04-05. However at the same time, the
Petitioner has to provide adequate attention towards the preventive maintenance of existing
assets as well as assets capitalised during the last three years. The Commission in its Order on
Review Petition filed by NDPL on “Order on ARR Petition for FY 2004-05" has approved the R&M
expenses for FY 2003-04 as Rs 55.27 Crore.

The Commission has examined the details of actual R&M expenses and works carried out during FY
2004-05 and has noticed that the actual expenses towards meter reading has increased from Rs
0.64 Crore to Rs 4.03 Crore during FY 2004-05. Though the Petitioner has submitted that the meter
reading expenses paid to outsourced agencies are for ascertaining of the losses in the system,
which comprises of both technical and commercial losses and is not due to VSS, the Commission is
of the opinion that this sudden increase in R&M expenses is mainly due to outsourcing of meter
reading activity as a result of implementation of VSS. In line with the approach adopted by the
Commission towards freatment of VSS expenses, any increase in expenses due to VSS has to be

met through savings on account of VSS.

Further, in compliance to the Commission’s directive on obtaining the prior approval for increase in
R&M expenses, the Petitioner has requested the Commission to enhance the R&M expenses at last
year's level of Rs 55.27 Crore. The Petitioner has not submitted any details for increase in R&M
expenses from Rs 55.27 Crore to Rs 57.71 Crore for the Commission’s approval in accordance with

the directions of the Commission.

Considering that the Petitioner has not submitted any details for increase in expenses from Rs 55.27
Crore to Rs 57.71 Crore and after adjusting for increase in meter reading expenses, which the
Commission feels is due to implementation of VSS, the Commission approves R&M expenses for FY
2004-05 as Rs 53.68 Crore. For FY 2005-06, the Commission has projected R&M expenses as Rs 55.83
by considering 4% increase over FY 2004-05 approved figure. The Commission is of the opinion that

this increase of 4% will be adequate to take info account the inflation in expenses and the
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additional expenses required towards preventive maintenance of assets including additional assets

capitalised during the year.

"The Commission directs the Pefitioner to maintain a separate record of the items issued from the
Stores for R&M works, and submit the same to the Commission along with the details of the actual
R&M Works carried out at the end of each quarter. The Report on transformer failure rate should

also be submitted on a quarterly basis along with the above data on the R&M items issued."

The Commission also directs the Petitioner to take prior approval for any increase in R&M expense

during FY 2005-06 beyond the approved R&M expense before committing/incurring an expense.

Table 3.4 provides a summary of R&M expenses as proposed by the Petitioner and as approved by

the Commission.

Table:3.4 Repairs and Maintenance Expenses (Rs. Crore)

Particulars FY 2004-05 FY 2005-06

2004-05 (Petition)

Total 32.16 52.15 57.71 53.68 55.61 55.83

3.7 Capital Investments

3.7.1 Petitioner’'s submission

In its Petition, the NDPL has presented that it had developed a 5-year capital investment plan for
the period from FY 2002-03 fo FY 2007-08 amounting to Rs. 1248 Crore to scientifically allocate
resources for improvement/augmentation of system, reduction of losses, etc. The Petitioner has
already incurred capital expendifure of Rs. 336 Crore till March 2004. Based on the progress, the

Petitioner has reviewed the Plan and enhanced the capital investment plan to Rs 1461 Crore.

The Petitioner has estimated an investment of Rs. 303.26 Crore for FY 2004-05 in its Petition against
the investment of Rs. 303.40 Crore considered by the Commission in the ARR and Tariff Order dated
June 9, 2004 (Tariff Order).

In its Pefition, the Petitioner has proposed an investment of Rs. 361 Crore during FY 2005-06. The
investment proposed comprises Rs. 250 Crore as New System Improvement Works, Rs. 40 Crore as
Deposit Works, Rs 18 Crore of other Projects including Civil Projects and the remaining Rs. 53 Crore

of installation of meters. The capital investment plan is covering the following areas:

= AT&C Loss Reduction - Metering systems, High Voltage Distribution System (HVDS), IT inifiatives
to facilitate consumer satisfaction and efficient and effective work environment, LT switched
shunt capacitors
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= System Reliability Improvement - 11 kV switchgear, Ring Main Units (RMU), confrol panel,
various automation initiatives such as automatic meter reading, grid substation automation
system, distribution automation, geo spatial initiatives, communication infrastructure,
implementation of SCADA, DMS and EMS, outage management system, replacement of HT
lines and cables, feed strengthening of grid stations

= Load growth needs - new 66/11 kV grid stations and 33/11 kV grid substations, augmentation of
existing grids and deposit works

= Infrastructure facilities - renovation and modernisation of district and circle offices, new district
offices and consumer care centres

In compliance with the Commission’s Directive, the Petitioner has submitted quarterly progress
reports, detailing the category-wise physical and quantitative achievement vis-a-vis targets during
FY 2004-05. The Petitioner has also submitted the scheme-wise details of actual investments for FY

2004-05 supported by the Provisional Accounts.

At the time of submitting the Petition, the Petitioner had formulated Detailed Project Reports (DPRs)
for new system works amounting to approximately Rs. 420 Crore. Against this, the Petitioner had
proposed investment of Rs. 141 Crore in FY 2004-05 and Rs 250 Crore in FY 2005-06. The Petitioner
has subsequently submitted further DPRs for obtaining Commission’s approval on January 25, 2005
and May 9, 2005. The Petitioner has proposed Schemes amounting to Rs. 614 Crore under the
submitted DPRs. The Commission has approved the Schemes amounting to Rs. 284.57 Crore during

FY 2004-05 corresponding to the Petitioner’s submissions before submission of the Petition.

The Petitioner has submitted that the additional liability on NDPL for the 11 kV and below works
required to be completed by NDPL for which contributions were received by erstwhile DVB but not
repatriated to NDPL aggregates to approximately Rs. 65 Crore. The Petitioner has requested to

allow such expenditure through ARR.

The Petitioner has subsequently submitted actual investments carried out in FY 2004-05 and ifs
Revised Proposal for investments during FY 2005-06. The investments proposed by the Petitioner for
FY 2004-05 and FY 2005-06 in the Peftition, actual investment carried out by the Petitioner during FY

2004-05 and revised projection of investments for FY 2005-06 is summarised in the Table 3.5.

Table:3.5 Investment (Rs. Crore)

Description FY 2004-05 FY 2005-04

Rev. Est. Actual Petition Revised

(Petition)

APDRP Projects 61.00 54.00 0.00 20.00
New System Augmentation Works 141.00 179.12 250.00 233.08
Deposit Works 36.00 35.96 40.00 40.00
Others including Civil Projects 15.00 10.94 18.00 14.22
Meters 50.36 48.40 53.00 53.81
Total Investments 303.36 328.42 361.00 361.11
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During the Technical Sessions, the Commission directed the Petitioner to project the aggregate
benefits of the investment proposed in FY 2004-05 and FY 2005-06. The Petitioner has estimated the

accrued benefits in FY 2004-05 under the four benefit centres as follows:

Table:3.6 Estimated Benefits during FY 2004-05 arising of Capital Expenditure

Benefit Centres Capex incurred | Benefits accrued during FY 2004-05
during FY 2004-
05 (Rs Crore)

AT&C Loss Reduction 106 11% Reduction achieved - From 44.86%

(FY 2003-04) to 33.79% (FY 2004-05)
Improvement in Reliability 92 Improvement by 0.16 achieved - From

99.57 (FY 2003-04) to 99.73 (FY 2004-05)
Meeting Load Growth 123 Though the capital expenditure was
Requirement required to be incurred upfront, benefits

would accrue over a much longer period
as load growth takes place over a longer
period of time. The capital expenditure
has been incurred in fulfiiment of Universal
Service Obligations.

Improvement in Administratfive 14 Envisaged  benefits are  increased
and Civil Infrastructure employee satisfaction, productivity and
better service experience to consumers

Total
ota ~335

The Petitioner has also submitted the broad cost-benefit analysis for FY 2005-06. The Petitioner has
estimated benefits of the Schemes in terms of reduction in technical losses, reduction in
commercial losses, increase in billed Units, improvement in reliability, and sales and revenue growth
arising out of load growth. The Petitioner has projected that the proposed investment of Rs. 361
Crore during FY 2005-06 would yield revenue return of Rs. 56.28 Crore per annum at the current rate
of realisation and purchase rate of power thereby translating to a pay back period of 6.67 years.
The Petitioner has projected reduction of 1% to 2% in AT&C losses and improvement of 0.08% in
reliability index by end of FY 2005-06.

3.7.2 Commission's Analysis

The Commission has analysed the submissions made in the Petition and subsequent revisions with
respect to the actual investments carried out during FY 2004-05 and the investment plan for FY
2005-06. The Commission has conducted site visits during FY 2004-05 to verify the submissions made
by the Petitioner, checked the progress of sample works and status of completion of works for
sample schemes during FY 2004-05. The Commission has held detailed discussions with the
Petitioner and scrutinised the investments already made. The Commission has partfially scrutinised

investments proposed to be made during FY 2005-06 out of the DPRs submitted before the
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submission of the Petition. Further, the Pefitioner has submitted the DPRs for several schemes
proposed to be implemented after September 2004, i.e. the deadline prescribed by the
Commission for submission of DPRs for obtaining approval for Schemes proposed for FY 2005-06. The
Commission will scrutinise these DPRs submitted after September 2004 after the issue of Orders on
ARR and Tariff Petitions for FY 2005-06 The actual investments made by the Peftitioner during FY
2004-05 is Rs. 328.42 Crore excluding capitalisation of salary and interest expense as against the
investment of Rs. 303.40 Crore considered by the Commission in its Tariff Order and the revised
estimated investments of Rs. 303.36 Crore as submitted by the Peftitioner in its Petition. For FY 2004-
05, the Commission has considered the actual investments made during the year inclusive of cost

of new meters.

The Commission would like to clarify that the consideration of the actual investment by the
Commission for the purpose of determination of ARR does not imply the approval of actual
investment by the Commission and the Petitioner has to obtain the scheme wise approval for the

captial expenditure incurred during FY 2004-05.

Considering the progress of actual investment made during FY 2004-05 against the investment plan
considered by the Commission in its Tariff Order and the need of the investment for substantial
improvement in Delhi Power System, the Commission considered the investment at the level
proposed by the Petitioner in its revised submissions for the purpose of determination of ARR and
Tariff. However, this does not amount to approval of the proposed Schemes and the Petitioner has
to obtain the scheme wise approval for the captial expenditure proposed during FY 2005-06. The

same shall have to be separately evaluated in due course.

The Commission directs the Petitioner to submit the complete DPR along with cost-benefit analysis
for all the schemes more than Rs. 2 Crore on which the capital expenditure has been incurred
during FY 2004-05 which were not approved by the Commission earlier and the schemes proposed
during FY 2005-06 for obtaining the scheme-wise investment approval from the Commission within
a month from the date of the issue of this Order. The Petitioner should also obtain the approval from
the Commission for individual schemes less than Rs. 2 Crore but aggregating to Rs. 20 Crore. The
Commission further directs that the Petitioner should submit the complete details of the investments
proposed during FY 2006-07 for approval of schemes, by September 2005, after which the
Commission will not entertain any request for approval of capital expenditure for any new scheme
not covered by the schemes submitted upto September 2005, except in emergency cases which
shall be decided by the Commission on the basis of merits of each case. As regard to the
reallocation of funds within the schemes listed in the annual investment plan or for new schemes
that is not included in annual investment plan in case of unforeseen circumstances, the Petitioner

shall comply with Section 10 of the License Conditions.

The Commission reiterates its direction to the Petitioner to submit the quarterly progress report on

the investments in the format prescribed by the Commission.
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The summary of the investments as proposed in the Petition and as considered by the Commission
for FY 2004-05 and FY 2005-06 is provided in the Table 3.7.

Table:3.7 Capital Investment (Rs. Crore)

Description FY 2004-05 FY 2005-06
Order for FY Rev. Est. Commission Petition Commission
2004-05 (Petition)
Total 303.40 303.36 328.42 361.11 361.11
Investments

3.8 Asset Capitalization

3.8.1 Petitioner’'s Submission

In its Pefition, the NDPL has proposed to capitalise around 70% of the investments made during
each of FY 2004-05 and FY 2005-06 in the same financial year. Further, the Petitioner has proposed
to capitalise work in progress at the end of the Preceding Year during the Current Year. The asset
capitalisation proposed in the Pefition is Rs. 318.80 Crore and Rs. 356.94 Crore during FY 2004-05
and FY 2005-06, respectively. In the subsequent submissions made by the Petitioner, the actual
assets capitalised during FY 2004-05 have been reflected at Rs. 241.74 Crore. The Petitioner has
proposed to capitalise Rs. 457.79 Crore during FY 2005-06.

The Petitioner has submitted that it has not considered any refirement of assets though it is likely to
retire assets with a residual value of Rs. 20 Crore (Gross Value around Rs. 40 Crore) each in FY 2004-
05 and FY 2005-06 as the issue of allowing loss on sale/retrement of assets has been held in
abeyance. In the revised submissions, the Petitioner has indicated that it has retired assets having a
gross value of Rs. 45 Crore in FY 2004-05 and proposed to retire assets having a gross value of Rs. 45
Crore in FY 2005-06.

3.8.2 Commission’s Analysis

The Commission has analysed the asset capitalization proposed in the Petition and the subsequent
submissions made by the Petitioner. For FY 2004-05, the Commission has considered actual asset

capitalisation including capitalisation of new meters.

Capitalisation of employee expense has been considered as per the Provisional Accounts at 10%
of actual employee expense for FY 2004-05. As regards capitalisation of interest expense, the
approach has been elaborated in Section 3.11. The Commission has considered capitalisation to
the extent of Rs. 241.74 Crore for FY 2004-05 as per the Provisional Accounts. Actual asset
capitalisation pertaining to new investments as a ratio of new investments undertaken during FY
2004-05 works out to 43%.

The Commission would like to clarify that the consideration of asset capitalisation to the extent of Rs
241.74 Crore during FY 2004-05 for the purpose of determining the ARR does not imply the

Commission’s approval for assets captialsed during the year. The Commission will separately
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examine the details of actual assets capitalised such as type of schemes capitalised, unit rates,
completion cerlificates etc. The Petitioner is directed to submit the complete details of assets
capitalised during FY 2004-05 for the approval of the Commission within one month from the date of

issue of this Order.

For FY 2005-06, capitalisation has been considered based on the assumption that the Capital Works
in Progress (CWIP) carried forward from FY 2004-05 will be fully capitalised during FY 2005-06 and
50% of the new investments proposed during FY 2005-06 will be capitalised during the year. Based
on these assumptions, the Commission has considered capitalisation to the extent of Rs. 388.22
Crore during FY 2005-06.

The Commission has considered the opening block of fixed assets for FY 2004-05 as per the closing
block of fixed assets considered under the Tariff Order for FY 2004-05 after excluding the cost of
R&M of fransformers and switchgear as per the Order on Review Petition of NDPL dated October
29,2004 (Review Order).

As mentioned in Section 3.5.1, the Commission has directed the Petitioner to submit the separate
Petition for loss on retirement of asset. Therefore, the Commission has not considered the retirement
of fixed assets while arriving at closing balance of fixed assets. The summary of the asset
capitalisation and closing balance of original fixed assets at the end of the Financial Year as

proposed in the Petition and as considered by the Commission are summarised in the Table 3.8.

Table:3.8 Asset Capitalisation (Rs. Crore)

Description FY 2004-05 FY 2005-06

Order for FY Rev. Est. Commission Petition Commission

2004-05 (Petition)

Opening balance 1412.21 144522 1438.43 1764.03 1680.18
of fixed assets
Addition during 306.45 318.80 241.74 356.94 388.22
the year
Retirement during 40.00 0.00 0.00 0.00 0.00
the year
Closing balance 1678.66 1764.03 1680.18 2120.97 2068.40
of fixed assets

3.9 Depreciation

3.9.1 Petitioner’'s submission

The NDPL has proposed depreciation charges in accordance with the depreciation rates for
continuous process plants (5.28% p.a.) and rates for other assets provided in the Schedule XIV of
the Companies Act, 1956. The Petitioner has considered depreciation expense on the opening
gross block of assets plus assets capitalised during the year in accordance with the Companies
Act, 1956. On average basis, capitalisation has been considered in the middle of the year. Based
on these principles, the Petitioner has proposed the depreciation charges at Rs. 83.41 Crore for FY
2004-05 and Rs. 102.12 Crore for FY 2005-06. In the subsequent submissions made by the Petitioner,
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the proposed depreciation charges are revised by the Petitioner in line with the actual asset

capitalisation achieved in FY 2004-05 and revised asset capitalisation proposed for FY 2005-06.

NDPL has requested the Commission to allow depreciation expense at rates provided under the

Companies Act for the purpose of tariff determination for the reasons submitted below:

= Ministry of Power (MoP) notification of 1994 enhanced depreciation rates by limited
amendment of rates of depreciation in noftification of 1992. The Petitioner has highlighted that
the MoP nofification of 1992 specifically stipulated that depreciation should be provided as per
the Straight Line Method rates specified in the Schedule and the fair life should not be utilised
for deriving the rates of depreciation.

= The draft Tariff Policy and the recommendations of N. K. Singh Committee on Investments and
Reforms suggests that depreciation rates for tariff be aligned with those under the Companies
Act.

=  Any disallowance on account of Depreciation directly erodes the assured 16% Return on
Equity as the company is obliged to provide depreciation in its books of accounts as per the
stipulated rates. Further, the Company cannot declare dividend unless it provides depreciation
as per statutory provisions. However, any disallowance does not reduce tariff significantly.

= Allowance of depreciation expense in full would enable the Petitioner to build internal
accruals for ufilisation as a source of the capital expenditure financing. Depreciation, being a
cost free source of fund, would result in lowering of the average cost of capital for the
Petitioner.

=  Allowance of depreciation expense in full would enable the Petitioner to meet capital
expenditure required for deposit works to be carried out by NDPL for which deposits have
been received by erstwhile DVB without gefting into a debt frap.

The Petitioner has requested that the depreciation expense should be allowed on assets
capitalised during the year on a pro-rata basis in addition to the opening gross block of assets for

the year.

The Petitioner has further requested the Commission to provide Advance Depreciation in years
where the depreciation provided at the rate specified in the Companies Act would not be
sufficient for meeting loan repayment requirement and especially where past depreciation has
been used towards financing capital expenditure and is consequently not available for loan

repayment.

The Petitioner has submiftted that the Commission has erroneously computed eligible depreciation
expense for FY 2003-04 after netting off the assets retired during FY 2002-03 without allowing loss on
retirement. This has resulted in a reduction in depreciation expense by Rs. 0.25 Crore. The Petitioner
has also claimed carrying cost @16%, compounded for 1.5 years. The Pefitioner has further
mentioned that it has not requested for truing up the differential of depreciation allowed in tariff
@3.75% p.a. and depreciation as computed on the basis of rates specified in MoP notification of

1995, keeping in view the stand taken by the Commission on the issue.

Delhi Electricity Regulatory Commission 3-19




Table:3.9 Depreciation (Rs. Crore

Description FY 2004-05 FY 2005-06
Rev. Est. Actual Petition Revised
(Petition)

Depreciation expense 83.41 112.84 102.12 133.38

Truing up of Depreciation 0.25

expense of FY 2003-04

The Petitioner has considered depreciation utilisation of Rs. 33.39 Crore during FY 2004-05 as
considered by the Commission in the Tariff Order dated June 9, 2004 for financing capital works.
The Petitioner has considered balance depreciation towards financing of 11 kV works for which
erstwhile DVB had received deposits but the unfinished work has to be completed by the Petitioner
and for any unforeseen liabilities arising out of issues related to opening balance sheet. No
depreciation has been considered for financing working capital requirements. The Petitioner has
considered depreciation utilisation of Rs. 40.15 Crore during FY 2005-06 towards financing of capital
expenditure in the same proportion of Gross Block as for FY 2004-05. The Petitioner has retained

balance depreciation for repayment of loans.

3.9.2 Commission’s Analysis

The Commission has adequately discussed the issue of depreciation in its Tariff Order dated June
26, 2003 and the Order on Review Petition filed by the NDPL on the ARR Petition dated November
25, 2003 (Review Petition Order). The Commission's view on the concept of depreciation both from
an accounting perspective and from a regulatory perspective from its Review Order dated

November 25, 2003 has been reproduced below for reference.

"From an accounting perspective, Depreciation is a charge to the Profit and Loss account and
represents a measure of the wearing out, consumption or other loss in value of an asset arising from
use, efflux of time or obsolescence through technology and market changes. From a regulatory
perspective, depreciation is a small amount of the original cost of the capital assets, built into the
tariff computation every year with a view to providing the utility a source of funding to repay
instalments of debt capital. As the asset is used over its operational life, Depreciation is

proportionately charged over the useful life of the asset."
3.9.2.1 Asset Block on which depreciation is applicable

In the BST Order of February 22, 2002, the Commission had directed the DISCOMs and the
TRANSCO to submit the details of the GFA and CWIP in the opening balance sheet of DISCOM
within one month of the issue of the Order. The Petitioner has submitted the Fixed Assets Register
(FAR) on June 6, 2003. The FAR submitted by the Petitioner is on the basis of the business valuation,
on the basis of which the opening balance sheets of successor entities of DVB were prepared and
FAR does not provide the historical cost for various caftegories of assets. In the absence of

availability of historical cost for various categories of Assets, the Commission has continued to
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provide the depreciation considering the valuation of assets based on the Transfer Scheme for the

assets transferred on July 1, 2002.

The Petitioner clarified in the Petition that no details have been provided to the Commission, as
there was no Opening CWIP transferred to NDPL as on July 1, 2002 in the opening Balance Sheet.
The Commission is of the view that the organisations like erstwhile DVB would possibly have some
capital work in progress, which would have been transferred to the DISCOMs concerned.
Accordingly, the Commission vide its lefter dated October 27, 2003 has requested the GNCTD to
confirm the stand taken by the DISCOM that there were no capital works in progress on the date of
fransfer. The Commission, on April 20,2004, has requested the Government to provide it's the
comments to the Commission urgently. However, the Commission has not received any response
from the Government till date. In the absence of availability of information about CWIP, the
Commission is unable to incorporate the same while determining asset block on which

depreciation is applicable.

As set out in the Tariff Orders dated June 26, 2003 and June 9, 2004, the Commission had allowed
the depreciation expenditure for the purpose of tariff determination only on the Gross Fixed Assets
at the beginning of the year, in line with the Schedule VI of the Electricity (Supply) Act. However,
with the repeal of the Electricity (Supply) Act on promulgation of the Electricity Act, 2003, the
Commission has decided to revise the methodology of calculation of depreciation. The
Commission has decided to admit depreciation based on the usage of the asset in a particular
year from FY 2005-06 onwards. Depreciation shall be chargeable from the first year of operation.
For the purpose of estimating tariff for Ensuing Year FY 2005-06, the Commission has considered
capitalisation of asset on an average basis in the middle of the year. However, the Commission
directs the Petitioner to provide pro-rata depreciation considering actual usage/operation (in
number of days) of asset during the Financial Year. With the IT initiafives undertaken by the
Petitioner, the Commission expects that the Petitioner would be able to track the actual usage of
each asset during the year. Any difference between depreciation estimated on an averaging
basis and the depreciation determined based on actual usage of days during the Financial Year

shall be trued up at the time of tariff determination for next Financial Year.

For removal of any doubt, it is being clarified that while truing up expenses for FY 2004-05, the
Commission has considered the same methodology of determining depreciation expense as was
specified under the Tariff Order for FY 2004-05.

3.9.2.2 Depreciation Rate

The Commission has summarised its methodology of depreciating the assets in its Review Order

dated November 25, 2003, which has been reproduced below for reference.

“In its Order of June 26, 2003, the Commission adopted the methodology of depreciating the asset

upto a cumulative 90% uniformly over the entire useful life of the asset. This will avoid front loading
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of tariffs while at the same time ensuring necessary cash flow to the licensees over a long period of

time."

The Commission had mentioned in its Tariff Order dated June 26, 2003 that "the depreciation
computed at the rate of 3.75% may be higher or lower than the rate based on the actfual FAR, and
is of the opinion that this can be adjusted against the actual depreciation chargeable, under the

fruing up mechanism."

The Commission had mentioned in its Tariff Order dated June 9, 2004 that "In the absence of details
of CWIP and the historical value of various categories of the assets, the Commission had continued
fo use the depreciation rate at 3.75% for the purposes of the ARR considering the average fair life

of the lines and cables network at disfribution voltages as 25 years.

The Commission is of the view that as depreciation is a non-cash expenditure and there is no
scheduled loan repayment, the reduction in the depreciation expenditure will not affect the
Petitioner’s operations as all legitimate and prudent expenditure is being considered for the
purposes of determination of the ARR. Accordingly, the Commission has continued to use the

depreciation rate of 3.75% for the purposes of the ARR."

The Commission has again considered the rates of depreciation for the purpose of determination
of ARR and has decided to consider depreciation based on straight line method over the useful life
of the asset and at the rates prescribed in Appendix Il to Central Electricity Regulatory Commission
(Terms and Conditions of Tariff) Regulations, 2004 for various asset classes from FY 2005-06 onwards.
The residual life of the asset shall be considered as 10% and depreciation shall be allowed up to
maximum of 90% of the capital cost of the asset. Land is not a depreciable asset and ifs cost shalll

be excluded from the capital cost while computing 90% of the cost of the asset.

For determining the weighted average depreciation rate, addition to asset needs to be estimated
for each asset class. Though the Petitioner has proposed addition to each class of assets based on
the unapproved DPRs and projected schedule of completion of schemes, the Commission is not in
a position to estimate addition fo class-wise assets as the Commission has not evaluated and
approved the proposed Schemes. In such a situation, the Commission has considered the following
asset break-up as available from the Provisional Accounts for FY 2004-05 suitably adjusted for
capitalisation of meters for estimating weighted average depreciation rate for estimation of

depreciation expense for FY 2005-06.

Table:3.10 Depreciation Rates

Sr. No. | Description of Assets Asset Gross Block Rate (%)
as at March 31,
2005 (Rs Crore)

1.0 Land and rights 0

2.0 Buildings 153.59 1.80%
3.0 Other Civil Works 0.73 1.80%
4.0 Plant & Machinery as sum of:

4.1 Substation transformers, transformer 159.28 3.60%
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Table:3.10 Depreciation Rates

Sr. No. | Description of Assets Asset Gross Block Rate (%)
as at March 31,
2005 (Rs Crore)
kiosks, other fixed apparatus above
threshold value
4.2 Substation transformers, transformer 18.52 3.60%
kiosks, other fixed apparatus below
threshold value
4.3 Switchgears 208.62 3.60%
5.0 Lines and cable network as sum of:
5.1 Towers, poles, fixtures, overhead 488.8 3.60%
conductors
5.2 Underground cables and devices 228.62 2.57%
5.3 Service lines 2.48 0.00%
5.4 Metering equipment 105.95 2.57%
6.0 Vehicles 3.12 18%
7.0 Furniture and fixtures 3.42 6%
8.0 Office equipment and others 8.13 6%
9.0 Capital spares 0 0%
10.0 Assets taken over and pending final 0 0%
valuation
11.0 Other items 7.56 3.60%
Total 1388.82 3.24%

The Petitioner is hereby directed to submit the break-up of opening block of assets and assets
capitalised during the year as per the classification specified in the said Appendix Il while
submitting the Petition for FY 2006-07. Any difference in depreciation arising out of calculation of
depreciation as per above classification and rates and actual classification of assets as per the
said Appendix Il and corresponding rates shall be frued up at the time of tariff determination for

next Financial Year.

For removal of any doubt, it is being clarified that while truing up expenses for FY 2004-05, the
Commission has considered the rate of depreciation as 3.75% as specified under the Tariff Order for
FY 2004-05.

The Commission has further explained the methodology for allowing a higher depreciation for
repayment of loans in its Tariff Order dated June 26, 2003, which has been reproduced below for

reference:

"Therefore, regulatory practice may allow utilities to build in a higher depreciation in their tariffs,
thereby enabling them fo repay loans within a reasonable horizon (that is acceptable to lenders).
In case the quantum of loan repayment exceeds the amount under depreciation, the Utilities may
be allowed to build a higher depreciation (also known as ‘advance against depreciation’) into
their tariffs, so as to be able to service the loans. Once the loan is repaid, the excess depreciation
charged by the Utility is adjusted against the depreciation due in future years, by not allowing
depreciation till such time the normal cumulative depreciation matches the actual cumulative

depreciation charged."
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The Commission further clarifies that any depreciation utilised towards funding of capital asset shall

not be treated as available for repayment for future years.
3.9.2.3 Truing up of depreciation expense for FY 2003-04

As regards the truing up of depreciation expense for FY 2003-04, the Commission has considered
depreciation expense on the assets which are in use and accordingly has not considered
depreciation expense on assets which have been retired. The Commission's view on admitting loss
on refirement/sale of assets has been deliberated at Section 3.5. As there is no computational

error, the Commission does not consider fruing up in this regard.
3.9.24 Summary of Depreciation Expense

The Table 3.11 provides a summary of the Depreciation as proposed by the Petitioner and as
approved by the Commission for FY 2004-05 and FY 2005-06.

Table:3.11 Depreciation (Rs. Crore)

Description FY 2004-05 FY 2005-06

Order for FY Rev. Est. Commiissio Petition Commission
2004-05 (Petition) n

Original cost of fixed 1412.21 1445.22 1438.43 1764.03 1680.18

assets

Addition during the 306.45 318.00 241.74 356.94 388.22

year

Retirement during the 40.00 0.00 0.00 0.00 0.00

year

Depreciation charges 52.96 83.41 53.94 102.12 60.76

Truing up of 0.25 0.00

depreciation charges

for FY 2003-04

3.9.2.5 Depreciation Utilisation

The Commission has considered ufilisation of depreciation in line with the priority of utilisation
mentioned in the Table 3.8 in its Tariff Order dated June 26, 2003. The priority order of utilisation of

depreciation has been summarised below:

= Loan Repayment, if any

=  Working Capital Requirement

=  Capital Investment

Loan repayment is considered based on Loan Repayment schedule for loans availed from
financial institution/lenders and notfional repayment over 10 years commencing from the next
financial year after drawdown of loans for funding through nofional loans. The Working Capital
requirement has been estimated by considering two months Stores (R&M) expenses and one
month cash expenses i.e., salary, A&G and R&M expenses. While providing for funds for working
capital, funds provided towards working capital for the period from FY 2002-03 to FY 2004-05 are

also considered as available to meet working capital requirement of FY 2005-06. The Commission
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has provided funding of 79.77 Crore towards working capital requirement by allowing to utilise
depreciation of Rs. 15.37 Crore in FY 2002-03, Rs. 18.21 Crore in FY 2003-04 and Rs. 19.57 Crore in FY
2004-05 towards Working Capital requirement. Since net requirement of working capital for FY
2004-05 is lower than cumulative funding provided, the funding for working capital is capped af Rs.
19.57 Crore as was provided under the Tariff Order for FY 2004-05. No additional funding has been
considered towards working capital requirement for FY 2005-06 considering the availability of such

funds.

The utilisation of depreciation as proposed by the Pefitioner and as considered by the Commission

is summarised in Table 3.12.

Table:3.12 Utilisation of Depreciation (Rs. Crore)

Description FY 2004-05 FY 2005-04

Order for FY Rev. Est. Commission Petition Commission
2004-05 (Petition)

For debt repayment 0.00 0.00 6.08 0.00 32.21

For working capital 19.57 0.00 19.57 0.00 0.00

requirement

For capital 33.39 33.29 28.29 40.15 28.56

investment

For funding capital 0.00 50.02 0.00 61.97 0.00

works for financing

DVB deposit works

Total depreciation 52.96 83.41 53.94 102.12 60.76

3.10 Means of Finance

3.10.1 Petitioner’'s Submission

The NDPL has proposed funding of the capital expenditure through a mix of consumer
contribution, depreciation, APDRP grant, APDRP loan, infernal accruals and domestic loans in the
same order of priority. NDPL has not received any funds under APDRP Scheme during FY 2004-05
and has not considered the same for FY 2005-06 due to uncertainty of availability. The Petitioner
has proposed to plough back entire retained surplus in the business in FY 2004-05 and FY 2005-06
due to creation of Regulatory Asset of Rs. 193 Crore and difficulties in arranging debt financing. The

Petitioner has estimated a commercial debt for balance capital expenditure.

In the subsequent submissions, the Peftitioner has submiftted that it has drawn Rs 30 Crore of loan
from Infrastructure Development Finance Company Limited (IDFC) and Rs 10 Crore of loan from
Power Finance Corporation Limited (PFC) for funding capital expenditure for FY 2004-05. The
Petitioner has further submitted that it has funded balance capital expenditure through internal

resources.

The means of finance for the capital investments suggested in the Petition, actual means of
finance arranged by the Petitioner for FY 2004-05, revised means of finance proposed by Petitioner
for FY 2005-06 is summarised in the Table 3.13.
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Table:3.13 Means of Finance (Rs. Crore)

Source of Funds FY 2004-05 FY 2005-06
Rev. Est. Actual Petition Revised
(Petition)
Consumer Contribution 18.00 15.03 20.00 20.00
APDRP Grant 0.00 0.00 0.00 0.00
APDRP Loan 0.00 0.00 0.00 0.00
Depreciation 33.39 33.39 40.15 42.29
Internal Accruals 94.83 249.78 112.89 121.28
Commercial Debt 168.84 40.00 201.16 191.38
Total Funds 315.06 338.20 374.20 374.95

3.10.2 Commission Analysis

The Commission has analysed in detail the Means of Finance proposed by the Petitioner in its
Petition and the subsequent submissions. The Commission has retained the same order of priority of
means of finance as adopted in the Tariff Order dated June 26, 2003. The priority of means of
finance adopted is as follows:

= Consumer Contribution

= Unutilised Depreciation considering available unutilised depreciation of the previous years

=  APDRP Funds available during the year

= Balance Funds required - balance fund requirement is assumed to be met through a mix of
debt and equity by applying a normative debt to equity ratio of 70:30

The Commission has considered actual receipt of consumer contribution of Rs. 15.03 Crore during
FY 2004-05. As no APDRP funds were available during FY 2004-05, the Commission has not
considered the same for funding capital expenditure. Considering the uncertainty in availability of
APDRP funds over past 2 years, the Commission has not considered the same for FY 2005-06. If the
Petitioner is able to draw down funds under APDRP Scheme, the same shall be considered while

tfruing up the expenses for FY 2005-06.

The Commission has considered funding through internal accrual based on normative Debt:Equity
ratio. The Commission has considered funding of investments through internal accruals to the
extent of Rs. 89.66 Crore during FY 2004-05 and Rs. 92.69 Crore during FY 2005-06, respectively. In
case, the return on equity during the year is less than the requirement of funding through internal
accrual based on debt to equity ratio of 70:30, the Commission has considered unutilised internal
accruals of FY 2002-03, FY 2003-04 and FY 2004-05 for funding of capital investments.

Table 3.14 provides a summary of the Means of Finance as proposed by the Petitioner and as

approved by the Commission for both the years.

Table:3.14 Means of Finance (Rs. Crore)

Source of Funds FY 2004-05 FY 2005-06

Order for FY Rev. Est. Commission Petition Commission

2004-05 (Petition)

Consumer 22.00 18.00 15.03 20.00 20.00
Conftribution
APDRP Grant 62.37 0.00 0.00 0.00 0.00
APDRP Loan 62.37 0.00 0.00 0.00 0.00
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Table:3.14 Means of Finance (Rs. Crore)

Source of Funds FY 2004-05 FY 2005-06
Order for FY Rev. Est. Commission Petition Commission
2004-05 (Petition)
Depreciation 33.39 33.39 28.29 40.15 28.56
Internal Accruals 41.68 94.83 90.52 112.89 99.54
Commercial Debt 97.26 168.84 211.20 201.16 232.26
Total Funds 319.08 315.06 345.06 374.20 381.52

3.11 Interest Expenditure

3.11.1 Petitioner’'s Submission

The NDPL has further informed that as per the terms of Loan Agreement executed with IDFC, the
interest rate applicable is the interest rate linked to the Government Securities rate plus a spread,
which is expected to be around 10% during FY 2005-06. The Petitioner has indicated that the
inferest rate on loan from PFC shall be as per PFC's prevailing interest rate at the time of
disbursement, which is around 9% at present. In case of APDRP Loans, the Petitioner has submitted
that interest rates are governed by the Government of India lending rates. The Petitioner has
estimated an interest expense of Rs. 16.74 Crore and Rs. 34.39 Crore for FY 2004-05 and FY 2005-06,
respectively. The Petitioner has proposed to capitalise interest of Rs. 1.43 Crore and Rs. 1.76 Crore in
FY 2004-05 and FY 2005-06, respectively. Accordingly, The Petitioner has proposed to charge an
interest expense of Rs. 15.31 Crore and Rs. 32.63 Crore in the ARR for FY 2004-05 and FY 2005-06,

respectively.

Subsequently, the NDPL has submitted actual interest cost as per the Provisional Accounts, details
of actual means of finance for actual capital expenditure for FY 2004-05. For FY 2004-05, the
Petitioner has incurred an interest expense of Rs. 14.83 Crore out of which Rs. 13.72 Crore is
pertaining to the loans utilised to fund the capital works and Rs. 1.11 Crore is pertaining fo
decapitalisation of interest capitalised in earlier years. The Petitioner has proposed to capitalise

interest expense of Rs. 0.27 Crore based on Accounting Standard 16.

In addition to the interest on long tferm loans, the Petitioner has estimated an interest on security
deposit as per the provisions of the Section 47(4) of the Electricity Act, 2003 which states that the
distribution licensee shall pay interest equivalent to the bank rate or more, as specified by the
concerned State Commission. The Petitioner has mentioned that even though the liabilities of Rs. 10
Crore of Consumer Security Deposit has been passed on in the opening balance sheet, the
Petitioner expects the actual liability on account of security deposit in the range of Rs. 50.0 Crore
as on July 1, 2002. The Petitioner has not provided any interest on security deposit in FY 2004-05 in
the absence of any interest rate notification by the Commission. For FY 2005-06, the Petitioner has
estimated an interest on security deposit at the rate of 6% on security deposit of Rs 125 Crore of
estimated opening balance as on April 1, 2005 and expected average receipt of Rs. 20 Crore
against security deposit during FY 2005-06 (i.e. Rs. 40 Crore assumed to be received evenly over FY

2005-06). In the subsequent submissions, the Petitioner has submitted that closing balance of
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Security Deposit as on March 31, 2005 is Rs. 79.99 Crore and the Petitioner has provided an interest
of Rs. 3.51 Crore as interest payable on security deposit for FY 2004-05 @6% p.a. The Petitioner has
estimated Rs. 11.88 Crore as interest payable on security deposit for FY 2005-06. As regards the
security deposit liability beyond Rs. 10 Crore transferred to NDPL as on July 1, 2002, the Petitioner
has contended that the additional liabilities have been retained by DPCL and the Petitioner is not
liable to pay either any claim for refund of the same or any interest thereon. The Petitioner has
opined that it would not be equitable to burden the paying consumers of the DISCOM with the
servicing of such consumer security deposit which is not available with DISCOM and consequently

not been put to beneficial use for the consumers' benefit.

The summary of interest charges as submitted in the Pefition and actual interest charges for FY
2004-05 and the interest charges for FY 2005-06 as submitted in the petition is summarised in Table
3.15.

Table:3.15 Interest Charges (Rs. Crore)
Source of Funds FY 2004-05 FY 2005-06
Rev. Est. Actual Petition Revised
(Petition)
Interest charges 16.74 14.83 34.39 22.61
Interest capitalised 1.43 0.27 1.76 1.64
Net interest charged to expenditure 15.31 13.56 32.63 20.97
Interest on security deposit 0.00 3.51 8.70 11.88

3.11.2 Commission’s Analysis

3.11.2.1 Interest on Long Term Loan

The Commission has considered actual interest on long ferm loans as per the Provisional Accounts
for FY 2004-05.

For FY 2005-06, the Commission has considered interest rate as available from the loan agreements
furnished and assumed an interest of 8.5% p.a. for other untied commercial borrowings,
considering prevailing long term lending rates. As elaborated in its Tariff Order dated June 9, 2004,
the Commission has considered a notional Debt:Equity ratio of 70:30 and correspondingly the

interest expense has been allowed on the notional debt component.

As regards to the outstanding loan of Rs 552 Crore to the Holding Company in the books of NDPL in
accordance with the provisions of Transfer Scheme, the Policy Direction stipulates as follows:

“The successor companies viz. GENCO, TRANSCO and the three Distribution Companies shall undertake to
repay the loan payable to Holding Company mentioned in the relevant schedules of the Transfer Scheme,
within thirteen years from the date of transfer with a waiver of interest and moratorium on principal repayment
for the first four years. Thereafter the loan would carry an interest at the rate of 12% per annum and would be
repaid in eighteen equal half yearly instalments”

The Commission is of the view that there is waiver on interest for the first four years from the date of
fransfer and hence no interest is payable by NDPL the to Holding Company till July 2006. Therefore,

the Commission has not considered any interest liability on this account while determining the
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intferest expenses for FY 2005-06. Further, the Commission has examined that the fotal outstanding
loan in the books of all the successor entities i.e. GENCO, TRANSCO and three DISCOMs is of the
order of around Rs 1900 Crore. The Commission is of the opinion that in case while determining the
ARR and sector revenue gap for FY 2006-07, the repayment and interest on this loan is fo be
considered as pass through in the ARR of the Utilities, the overall sector revenue gap will increase
substantially, which in turn will result in tariff shock to the consumers. Thus, it will be difficult at any
stage to service this outstanding loan in the books of all the successor companies of erstwhile DVB
through the ARR. Therefore, the NDPL shall take up this matter of servicing of outstanding loan of Rs
690 Crore with the appropriate authority and make arrangements for servicing this loan without

affecting the ARR of NDPL for the future years.
3.11.2.2 Capitalisation of interest

While considering the capitalisation of interest, the Commission has considered the provisions of

Accounting Standard (AS) 16 on Borrowing Costs.

Paragraph 6 of AS 16 provides that "Borrowing costs that are directly attributable to the acquisition,
construction or production of a qualifying asset should be capitalised as part of the cost of that
asset. The amount of borrowing costs eligible for capitalisation should be determined in
accordance with this Statement. Other borrowing costs should be recognised as an expense in the

period in which they are incurred. "

Paragraph 3 of the AS 16 defines that "A qualifying asset is an asset that necessarily takes a

substantial period of time to get ready for its intended use or sale."

Paragraph 3 of the Accounting Standards Interpretation (ASI) 1 provides that "The issue as fo what
constitutes a substantial period of time primarily depends on the facts and circumstances of each
case. However, ordinarily, a period of 12 months is considered as substantial period of time unless a
shorter or longer period can be justified on the basis of facts and circumstances of the case. In
estimating the period, time which an asset takes, technologically and commercially, to get it ready

for its intended use or sale should be considered."

The Commission directs the Petitioner to ensure that the individual schemes of capital expenditure
submitted to the Commission for the Commission’s approval should indicate the gestation period of
each scheme. The time period for the purpose of capitalisation of borrowing costs for the purpose
of tariff determination shall be determined by the Commission as part of approval of each

scheme.

Paragraph 16 of AS 16 further provides that "The activities necessary to prepare the asset for its
intended use or sale encompass more than the physical construction of the asset. They include
technical and administrative work prior to the commencement of physical construction, such as

the activities associated with obtaining permits prior to the commencement of the physical
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construction. However, such activities exclude the holding of an asset when no production or

development that changes the asset’s condition is taking place."

In the absence of scheme-wise availability/approval of gestation period of scheme and interest
accrued and capitalised, the Commission has considered capitalisation of interest based on
capitalisation of assets and capital expenditure incurred during the post reform period. However,
the Petitioner is directed to determine the capitalisation of interest based on the philosophy
outlined above. Any difference in capitalisation of interest as considered by the Commission and
as computed by the Petitioner by applying philosophy outlined above shall be tfrued up at the time
of truing of costs for FY 2005-06 along with the necessary corrections to interest charged to revenue

account.
3.11.2.3 Interest on Security Deposit

As the Petition on Consumer Deposit is being separately processed, the Commission has not
considered any interest on Consumer Security Deposit for the purpose of determination of ARR.
Based on the outcome of the referred Petition, the interest on Consumer Security Deposit shall be

considered at the time of truing up of expenses and revenues for FY 2005-06.
3.11.2.4 Summary of Interest Charge

The summary of interest charges as proposed in the Petition and as considered by the Commission

is provided in Table 3.16.

Table:3.16 Interest Charges (Rs. Crore)

Component FY 2004-05 FY 2005-06

Approved Rev. Est. Commission Petition Commission
(Petition)

Interest charges 24. 50 16.74 25.92 34.39 41.70

Interest capitalised 2.41 1.43 7.1 1.76 7.04

Net interest charged 22.09 15.31 18.81 32.63 34.66

to expenditure

Interest on security 0.00 0.00 0.00 8.70 0.00

deposit

3.12 Arrears to Holding Company

3.12.1 Petitioner’'s Submission

For FY 2004-05 and FY 2005-06, the Petitioner has estimated the total collections towards DVB
Arrears as Rs 25 Crore and Rs 20 Crore respectively. As 80% of these arrears have to be remitted to
the Holding Company, the Petitioner has considered Rs 20 Crore and Rs 16 Crore during FY 2004-05
and FY 2005-06, respectively to be remitted to Holding Company.

As regards to the treatment of collection charges of 20% of DVB arrears, the Petitioner has

submitted that these collection charges are not part of the regulated business of NDPL, the same
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shall not be considered as part of Overall Income. However, in view of the stand taken by the

Hon'ble Commission, the Petitioner has not considered the 20% of DVB arrears as expenses.

3.12.2 Commission’s Analysis

The Commission has elaborated on the methodology for treatment of DVB Arrears in detail in its
Tariff Order dated June 26, 2003 in which the Commission has highlighted that the entfire DVB
arrears should be ploughed back to the sector and 80% of the past DVB arrears should be passed

on to TRANSCO instead of Holding Company.

As regard fo freatment of 20% of the past DVB arrears as commission for collecting these arrears, all
the three Distribution Companies in their ARR Petition for FY 2002-03 (nine months) and FY 2003-04,
have treated 20% of the receivables against these arrears as income for the DISCOM. The
Commission, in its Order, has agreed with the Petitioner's submission and considered 20% of

receivables against DVB arrears as income as a part of revenue realised while computing the ARR.

The Commission is of the opinion that the entire receivables against past DVB arrears should be
passed on to consumers. The Commission does not agree with the view of the Petitioner that
collection of arrears should be considered as separate business under the Electricity Act 2003 and
the 20% commission against collection of these arrears should be considered as income from
separate business. The Commission is of the opinion that collection of arrears cannot be freated as
separate business as these specified receivables are the past dues against the power sold by the

erstwhile Delhi Vidyut Board (DVB), prior to its restructuring.

On the matter of ploughing back of 80% of DVB arrears to the Sector by passing these arrears to

TRANSCO instead of Holding Company, the Commission has discussed the matter in Section 4.

During the technical validation session, the Commission has obtained the details of actual DVB
arrears collected by the Pefitioner during the year. The actual DVB arrears collected during FY
2004-05 are Rs. 25.54 Crore. The Commission has considered 80% of these actual arrears i.e. Rs.
20.43 Crore to be passed on to TRANSCO. For FY 2005-06, the Commission has considered the
collection of DVB arrears at the same level as projected by the Pefitioner at Rs 20 Crore and
treated 80% of total arrears equivalent to i.e. Rs. 16 Crore as an expense to be passed on to
TRANSCO.

3.13 Return on Equity

3.13.1 Petitioner’'s Submission

The NDPL has submitted that the Policy Directions stipulate a return of 16% on closing balance of
equity and free reserves by highlighting clause 13 of the Policy Directions which states that
"...afleast, 16% return on the issued and paid-up capital and free reserves (excluding consumer

confribution and revaluation reserves but including share premium and retained profifs
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outstanding at the end of any particular year) provided that such share capital and free reserves

have been invested into fixed or any other assets, ..."

The Petitioner has proposed to plough back 100% of the Return on Equity earned during the year
as free reserves to be invested towards the funding of capital investments. The Petitioner has
estimated Return on Equity for FY 2004-05 and FY 2005-06 at Rs. 94.83 Crore and Rs. 112.89 Crore,

respectively.

The Pefitioner has not requested for truing up of differential Return on Equity for the period of FY
2002-03 to FY 2003-04 aftributable to difference in methodology considering the views of the

Commission on the issue.

3.13.2 Commiission’s Analysis

The Commission has deliberated the issue of providing return on the original equity plus closing
balance of free reserves at the end of the year in the Tariff Order dated June 26, 2003, Review
Order dated November 25, 2003, Tariff Order dated June 9, 2004, Review Order dated October 29,
2004. Based on the clarification received from the GNCID dated February 16, 2004, the
Commission has continued with the methodology of allowing refurn on equity on initial equity and
average of opening and closing free reserves used for funding capital investments. The exiract

from the clarification is reproduced below.

"Regarding the applicability of returns on additions made during the year, it is evident that such
additions normally occur due to infusion of fresh equity or due to generation of surplus during the
course of operations in a year, which subsequently get invested as assets in the business. Therefore,
on applying the principle stated in the said Order, it is clear that the additions made during the
year could at best be considered eligible for the returns only for the period in which they are

beneficially deployed in the business, which could either be the entire year or a part thereof."

"However, as the exact timing of such generation and deployment of incremental surplus during a
financial year is extremely difficult to ascertain, an approximation is generally resorted fo whereby
the amount eligible for retfurns is calculated by taking the average of opening and closing

balance for a financial year."

"Examination of a few tariff orders of Central Electricity Regulatory Commission (CERC) reveals that
CERC has also been adopting a similar methodology for arriving at the eligible amount for

calculating return on equity."

"Under the circumstances, we are inclined to suggest that the return on equity may be permitted
on the backdrop of the guiding principle that such returns should be applicable for the period
when such amounts have been invested into fixed or any other assets, which have been put to
beneficial use for the purpose of electricity distribution. Incidentally, the language of the

notification also suggests the same intent. However, as conveyed by the legal advisor, we would
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like to state that it is ultimately for DERC to decide the extent of free reserves admissible for rate of

return.”

The Commission has undertaken a detailed analysis of the investments and means of finance
proposed by the Petitioner. Details of investments and means of finance considered by the
Commission have been provided in earlier sections. As elaborated in the earlier sections, the
Commission has considered funding of investments through internal accruals to the extent of Rs.
91.02 Crore during FY 2004-05 and Rs. 101.15 Crore during FY 2005-06, respectively.

Based on this, the Commission has estimated Return on Equity and Free Reserves at Rs. 77.19 Crore
for FY 2004-05 and Rs. 92.56 Crore for FY 2005-06. The extent of Free Reserves considered for funding
capital investments and the Return on Equity and Free Reserves proposed in the Petition and

considered by the Commission for determining ARR is summarised in Tables 3.17

Table:3.17 Return as estimated by Commission (Rs. Crore)

Component FY 2004-05 FY 2005-06
Order for FY Rev. Est. Commission Petition Commission
2004-05 (Petition)
Equity Capital 368.00 368.00 368.00 368.00 368.00
Opening Free 68.92 129.83 68.92 224.66 159.94
Reserves
Addition during the 41.68 94.83 90.52 112.89 99.54
year
Total Free Reserves 110.61 224.66 159.46 337.55 258.98
Average Reserves 89.77 114.18 209.21
Total Equity & Free 457.77 592.66 482.18 705.55 577.21
Reserves
16% Return on Equity 73.24 94.83 77.15 112.89 92.35
& Free Reserves

3.14 Contribution to Contingency Reserves

3.14.1 Petitioner’'s Submission

NDPL has proposed to contribute 0.50% of the original cost of fixed assets as a confingency reserve
for FY 2004-05 and FY 2005-06 each. In the subsequent submissions, the Petitioner has submitted

that it has contributed Rs. 7.74 Crore as a contingency reserves in FY 2004-05.
3.14.2 Commission’s Analysis
The Commission has considered actual contribution to contingency reserves for FY 2004-05 at Rs.

7.74 Crore.

The Commission would like to bring to the notice of the Petitioner that the creation of contingency
reserve was mandated in the Sixth Schedule to the Electricity (Supply) Act, 1948 as was in force
before the repeal of the said Act by the EA 2003. The EA 2003, however, does not provide for the

creation of contingency reserve. Therefore, in accordance with the EA 2003, the Commission does
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not feel the necessity fo provide this reserve. The Commission is not approving any expenses with

respect fo contingency reserve for FY 2005-06.

The Commission will deal with the treatment of contingency reserve created during the past after

the issue of this Order and communicate its decision to the Petitioner.

The following Table 3.18 summarises the Confribution to Contfingency Reserves as proposed by the
Petitioner and as considered by the Commission for FY 2004-05 and FY 2005-06:

Table: 3.18 Contingency Reserves (Rs. Crore)

Component FY 2003-04 FY 2004-05

Order for Rev. Est. Commission Petition Commission
FY 2003-04 | (Petition)

Contribution to Contingency 7.06 8.71 7.74 10.43 0.00
Reserves

3.15 Summary of Truing up Expenses and Carrying Cost

3.15.1 Petitioner’'s Submission

NDPL has proposed truing up of expenses for FY 2004-05 and the carrying cost on truing up on

following counts:

The Petitioner submitted that the carrying cost for 2003-04 expenses being frued up in FY 2004-05
has been computed at cost of Equity (16% p.a.) as the amount being trued up is less than the
regulatory RoE for the relevant year and hence entire amount requiring fruing up should carry a

cost equal to the cost of equity.
= Revenue Gap for 2003-04 carried forward in 2004-05

The Petitioner submitted that the Hon'ble Commission had left an uncovered Revenue Gap of Rs.
29 Crore for 2003-04 (Refer Table 6.6 of Tariff Order) which has been claimed as part of Truing Up

expenses.
= Carrying Cost on Truing Up for 2003-04

The Petitioner submitted that the Hon'ble Commission has allowed Rs. 4.0 Crore tfowards carrying
cost on Truing up of 2003-04 expenses in the Current Year. While the Hon'ble Commission has
apparently allowed carrying cost on Rs. 29 Cr. mentioned at S. No. (i) above for one year, it is
contended that the same needs to be allowed for 1.5 years, viz. 6 months of 2003-04 (as it pertains
to that year) and full year of 2004-05 as the same has not been recovered during the year FY 2004-

05. Accordingly, the Petitioner has claimed carrying cost on Rs. 33 Cr. (Rs. 29 Cr. + Rs. 4 Cr.) @ 16%
p.q.

= R&M Expenses

The Petitioner submitted that the Hon'ble Commission, in its Order on Review Petition, has allowed

additional Rs. 23.11 Crore as legitimate and prudent expenses for the year 2003-04 which has been
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considered as part of ARR. Further, the Petitioner has considered carrying cost @ 16% for 1.5 years

viz. for six months in 2003-04 and for one year in 2004-05.

Truing up for 2004-05

= Regulatory Asset (RA) / Revenue Gap for 2004-05

The Petitioner submitted that it does not agree to the creation of Regulatory Asset, and holds that
the deferment of legitimate expenses is a deferment of assured Returns which is not permitted
under the provisions of Transfer Scheme and the Policy Directions that govern the entire

privatization process and are binding on the Hon'ble Commission.

The Petitioner has submitted based on the principle of computing carrying cost at Cost of Equity to
the extent RoE is deferred and at Cost of Debt for the balance amount of RA/ Revenue Gap. It
has computed Carrying cost for six months (RA / Revenue Gap is created evenly through the year)
in two steps, viz (i) @ 16% p.a. Regulatory RoE for CY and at weighted average cost of debt on the

balance amount of Revenue Gap.

The Petitioner further submitted that no Carrying Cost has been considered for the year 2005-06 on
the assumption that the RA/ Revenue Gap (including truing up expenses for PY) shall be adjusted
upfront in the beginning of the FY 2005-06 from the BST.

3.15.2 Commiission’s Analysis

The Commission has considered Pefitioner’s submissions for truing up of above cost elements for FY
2003-04 and FY 2004-05.

As regard to the fruing up of expenses for FY 2003-04 provided in the Order for FY 2004-05, the
Commission has considered the estimated the revenue gap of Rs 29 Crore for FY 2003-04 after
truing up the expenses and revenue based on actuals. Further, the Commission has considered this
revenue gap as a part of total revenue gap of FY 2004-05 to be bridged during the year 2004-05.
The Commission would like to emphasise that in case the Petitioner would have recovered this
amount in FY 2003-04, the same would have been recovered during the entire year. As the
Commission has considered the revenue gap of FY 2003-04 as part of revenue gap of FY 2004-05,

the carrying costs are to be provided only for one year and not for one and half year.

Further, the Commission in its Order on ARR Petfition for FY 2004-05 has clearly specified that it
would allow the carrying cost for fruing up of expenses at a weighted average cost of funds

considering debt:equity ratio of 70:30.

As regard to carrying cost on the fruing up of certain component expenses for FY 2002-03, the
Commission would like to clarify that while arriving at revised revenue gap of Rs 29 Crore for FY
2003-04 based on actuals, the Commission has factored the carrying cost on the variation of

expenses for FY 2002-03 to be frued up in FY 2003-04. Therefore, the Commission considers that the
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revenue gap of Rs 29 Crore for 2003-04 was frued up in FY 2004-05 and the carrying cost of Rs 3.32
Crore considered in the Order for FY 2004-05 is appropriate.

As regard to addifional R&M expenses of Rs 23.11 Crore for FY 2003-04 approved by the
Commission in Order on Review Petitfion, the Commission has considered the same while fruing up
the expenses for FY 2004-05. Further, the Commission has also considered the carrying cost on this
additional R&M expenses for 1 year at a weighted average cost of funds considering a debt:equity
ratio of 70:30.

As regard to treatment of revenue gap and regulatory asset for FY 2005-06, the Commission has
elaborated on this matter in Section 4 i.e. Tariff Philosophy of the Order. The summary of Truing up
expenses and carrying cost on truing up expenses as estimated by the Petitioner and as approved
by the Commission for FY 2004-05 is given in Table 3.19.

Table:3.19 Truing up of Expense for FY 2004-05(Rs. Crore)

Component FY 2004-05
Petition Commission

Revenue Gap for FY 2003-04 as determined by Commission in 29.00 29.00

Order for FY 2004-05

Carrying Cost for fruing up of expenses for FY 04 4.00 3.32

R&M Expenses 23.11 23.11

Depreciation 0.25 0.00

Carrying Cost on Truing up for FY 2003-04 including R&M and 8.37

Depreciation

Carrying Cost on Truing up of Regulatory Asset/Revenue Gap for 14.02 9.24

FY 2004-05

Total Truing up 78.74 64.7

Further, the Commission has also considered the carrying cost on fruing up of expenses of FY 2003-
04 and the balance (unamortised Regulatory Asset) of FY 2004-05 while estimating the ARR for FY
2005-06. The total carrying cost considered by the Commission during FY 2005-06 works out to 14.53

Crore.

3.16 Taxes on Income

3.16.1 Petitioner’'s Submission

In the Petition, the NDPL submitted that the taxes on income have been estimated based on the
prevalent fax rates and the accounting standards. The NDPL has estimated the income tax by
considering the grossed up tax rate of 7.84% (Minimum Alternate Tax (MAT) of 7.5% + 2.5%
surcharge + 2% education cess) on Return on Equity and appropriation fo contingency reserves.
The Petitioner has estimated the tax liability at Rs. 8.81 Crore and Rs. 10.49 Crore for FY 2004-05 and
FY 2005-06, respectively. In the subsequent Submissions, the Pefitioner has provided for Rs. 7.75
Crore of Income Tax liability for FY 2004-05 in the Provisional Accounts and has estimated Rs. 12.04
Crore of Income Tax liability for FY 2005-06.
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In the subsequent submissions, the Petitioner has estimated Fringe Benefit Tax at Rs. 0.76 Crore by
considering Rs. 10.63 Crore as the amount on which FBT would be levied and FBT rate of 33.66%

(based on Income Tax rate of 30%, surcharge of 10% and education cess of 2%).

The Petitioner has submitted that Deferred Tax should be allowed by the Commission to prevent
tariff shocks in future even though the Petitioner has not claimed the same as an expense keeping

in view the Commission’s stand in this regard.

3.16.2 Commiission’s Analysis

The Commission has detailed the methodology adopted for estimating taxes on income in the
Tariff Order dated June 26, 2003 and Review Order dated November 25, 2003. The issue of the
deferred tax has been addressed by the Commission in the Review Order dated November 25,

2003 and accordingly the Commission does not reconsider the issue.

The Petitioner has submitted the Provisional Accounts, wherein the actual tax liability in the FY 2004-
05 has been provided as Rs. 7.75 Crore. The Commission has hence considered the actual tax
liability, as submitted in the Provisional Accounts, in the ARR for FY 2004-05 after adjusting for the tax
on additional income on the investments made out of surpluses due to the dis-allowance of
ploughing back of entire refurn on equity as the same has not been considered as Non Tariff
Income by the Commission. The Income Tax considered for FY 2004-05 will be subject to adjustment

after the assessment of Income Tax by the Income Tax Department.

For FY 2005-06, the Commission has continued with the same methodology followed by it to
estimate the tax on income realistically as described in its Tariff Order dated June 26, 2003. The
Return on Equity assured to the Pefitioner is the regulatory Profit after Tax. The Profit before Tax has
been computed by dividing Profit after Tax by (1 — Income Tax rate). The regulatory depreciation
considered by the Commission has then been added to the regulatory PBT, while the estimated
income tax depreciation has been deducted from the above sum, to arrive at the PBT in line with
the Income Tax Act. As PBT comes out as negative, the Minimum Alternate Tax (MAT) will be
applicable on the Profit before Tax (PBT), in accordance with the IT Act. The actual tax liability will
be considered by the Commission under the 'truing up' mechanism in case there is a difference

between the actual tax liability and the estimated tax liability.

The Commission also recognises the fact that in the above method of estimating tax liability, there
is a possibility that in some years, the tax liability may be higher in the scenario when tax

depreciation is lower than the book depreciation.

The Commission has not provided for Fringe Benefit Tax as the Commission is not in a position to
assess the impact of Fringe Benefit Tax on the Petitioner. The same shall be considered at actuals

on submission of documentary evidence at the time of truing up for FY 2005-06.

The Table 3.20 below provides the taxes on income as proposed by the Petitioner and as

considered by the Commission for determining the ARR.
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Table: 3.20 Taxes on Income and Profits as estimated by Commission (Rs. Crore)

Component FY 2004-05 FY 2005-06
Order for FY Rev. Est. Commission Petition Commission
2004-05 (Petition)
Taxes on income and 8.71 8.81 7.75 10.49 9.24
profits
Fringe Benefit Tax 0.00 0.00

3.17 Non Tariff Income (NTI)

3.17.1 Petitioner's Submission

The Petitioner, in its ARR and Tariff Petition for FY 2005-06, submitted that against an approved NTI of
Rs. 18.58 Crore for FY 2004-05, the revised estimates for FY 2004-05 is Rs. 19.06 Crore. The Petitioner

has estimated commission on collection of Electricity Duty @3% of the total electricity duty.

The Petitioner has submitted that the company has invested its short tferms surpluses in Debt Based
Mutual funds and these investments have been made out of surpluses which have arisen due to
the dis-allowance of ploughing back the entire Return on Equity (which the Company has been
unable to declare as dividend due to inadequacy of Profits After Tax), any interest/dividend on the
same shall not constitute non tariff income. However, the inferest income on contingency reserve
has been considered as Non Tariff Income and all investments have been made in Gol securities to

mature in 2012 with a coupon rate of 7.4%.

As regard to service line charges, the Petitioner submitted that the Commission has considered
meters charged to revenue as capital expenditure, the associated service line charges have been
considered as deferred revenue receipts by amortising the same over three years. NDPL had
sought a review to this matter and the Hon'ble Commission has agreed to review the entire matter
during this ARR filing. Pending resolution of the issue by the Hon'ble Commission, NDPL has
considered the receipts on account of Service Line as a Capital Receipt and not considered it as

an income in this Petition.

As regard to rebate on power purchase, the Petitioner has submitted that due to creation of
Regulatory Asset by the Hon’ble Commission, the full impact of same shall be felt in second half of
FY 2004-05, the company does not anticipate any further income and consequently, no rebate
income has been considered in second half of FY 2004-05 and in FY 2005-06.

For FY 2005-06, the Petitioner has projected a Non Tariff Income of Rs. 16.22 Crore.

3.17.2 Commission’s Analysis

During the technical sessions, the Commission has obtained the details of the actual Non- Tariff
Income for FY 2004-05. The actual non-tariff income for FY 2004-05 is Rs 21.82 Crore. The Petitioner
along with the actual Non Tariff Income for FY 2004-05 also submitted the revised estimates of Non
Tariff Income of Rs. 21.21Crore for FY 2005-06.

As regard to the Petitioner's submission on freatment of service line charges, the Commission in its

Order dated October 29, 2004 on Review Petition has opined as follows:
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“Though Service Line Charges is a Capital receipt, it is not a liability which has to be returned back
fo consumers and accordingly the Commission has considered the same as revenue accrued over
period of 3 years and has not considered the Service Line Charges for funding of Capital Works.
The Commission has applied the same principle for determination of Annual Revenue Requirement
for all 3 Distribution Utilities. The suggestion of NDPL for treating it as a Capital Receipt to be used
against funding of Capital Works cannot be considered af the stage of Review as if has
implications for all the 3 Distribution Utilities and hence the matter has to be appropriately
deliberated with the other stakeholders. The Commission may deliberate on the suggestion made
by the Petitioner regarding freatment of service charges while processing the ARR and Tariff
Petition for all Utilities for FY 2005-06."

The Commission reiterates that the revenue from Service Line Charge is a capital receipt and it is
not a liability, which has to be returned back to consumers. Therefore, the Commission considers
the same as revenue accrued over period of 3 years and does not consider the Service Line

Charges for funding of Capital Works.

As regard to the Petitioner’s submission on treatment of income from investments made out of
surpluses due to the dis-allowance of ploughing back the entire Return on Equity, the Commission
agrees with the Petitioner’s views. In case, the Petitioner distributes the free reserves arising out of
Return on Equity not allowed to invest in the business as dividend to shareholders, the Company will
not earn any income. Therefore, the Commission has not considered income on these investments
as part of non-tariff income. However, while submitting the details of actual non-tariff income for FY
2004-05, the Petitioner has not indicated any income on the compulsory investments to be made
out of contingency reserves. The Commission has estimated the income on the confingency
reserve @ 7.4% (rate mentioned by the Petitioner). For FY 2005-06, the Commission has projected

non-tariff income based on the following assumptions:

= Income from compulsory investments estimated on the basis of level of compulsory
investments at the end of FY 2004-05.

= Rebate on power purchase for FY 2004-05 considered based on the Petitioner's revised
submissions

= Commission on the collection of the electricity duty based on 3% of the Electricity Duty.
= Service Line Charges have been considered as an income over a period of 3 years.
The Table 3.21 provides a summary of the Non-tariff Income, as proposed by the Petitioner and as

approved by the Commission.
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Table:3.21 Non Tariff Income (Rs. Crore)

Particulars FY 2004-05 FY 2005-06

' Order for FY Rev. Est. Actual Commission Petition Commission
2003-04 (Petition)

Income from investments 0.47 0.69 0.94 1.13 0.94

(Contingency Reserve)

Commission on collection of 1.57 1.76 1.99 1.99 1.95 2.19

Electricity Duty

Rebate on Power Purchase 3.40 3.47 7.48 7.48 0.00 7.48

Other Income 7.20 13.14 6.46 6.46 13.14 3.19

Service Line Charges 5.94 5.89 5.89 9.22

Total 18.58 19.06 21.82 22.76 16.22 23.02

3.18 Total Expenditure excluding Power Purchase Cost

Table 3.22 provides a summary view of the various expenses as proposed by the Petitioner and as

approved by the Commission for FY 2004-05 and FY 2005-06. Detailed analysis of each expense

head has already been provided in the above sections.

Table: 3.22 Total expenditure excluding power purchase cost (Rs. Crore)

Component FY 2004-05 FY 2005-06

Order for Rev. Est. Commission Petition Commission

FY 2004-05 (Petition)

Employee expenses 133.4 141.3 134.6 151.5 139.1
A&G expenses 18.9 19.6 19.2 21.5 19.97
R&M expenses 32.2 52.2 53.68 55.5 55.83
Loss on refirement/sale of 0 0 0 0 0
assets
Depreciation 53.0 83.4 53.9 102.1 60.8
Interest charges 24.5 16.7 25.9 34.4 41.70
Interest on Security Deposit 0.0 0.00 8.7 0.00
Past Arrears 30.0 20.0 20.43 16.0 16.0
Truing up expenses and 32.32 78.74 64.70 0 14.50
Carrying Cost
Other Admissible expenses 9.0 11.99 8.2 11.96 7.4
Total Gross Expenditure 333.3 424.0 380.60 401.7 355.30
Less: Expenses capitalized 13.3 10.3 9.5 11.4 12.2
Less : Interest capitalized 2.4 1.4 7.1 1.8 7.0
Total Net Expenditure 317.6 412.3 364.0 388.5 336.1
Contingency Reserves 7.1 8.7 7.7 10.4 0.0
Income Tax 9.0 8.8 7.7 10.5 9.3
Total Appropriations 16.1 17.5 15.5 20.9 17.2
Net Expenses incl. Spl 333.7 429.8 379.5 409.4 345.3
Appropriations
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3.19 Revenue Requirement Excluding Power Purchase Cost.

The Revenue Requirement excluding Power Purchase Cost for FY 2004-05 and FY 2005-06 as

proposed by the Petitioner and as approved by the Commission is provided in Table 3.23.

Table 3.23 : Revenue Requirement excluding Power Purchase Cost

Component FY 2004-05 FY 2005-06
Rev. Est. Commission Petition Commission
(Petition)
Expenditure (A) 429.8 379.5 409.4 345.3
Return on Equity and 94.8 77.15 112.9 92.35
Free Reserves (B)
Non Tariff Income (C) 19.1 22.76 16.2 23.02
ARR excluding Power 505.5 433.9 506.1 414.7
Purchase Cost (A+B-C)
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4. Tariff Philosophy

4.1 Background

The first Tariff Order issued by the Commission for the erstwhile DVB in 2001 was largely in line with
the approach mentioned in the Concept Paper issued by the Commission in September 2000,
which followed the provisions of the Electricity (Supply) Act, 1948. Subsequently, the DVB was
restructured and unbundled into one Generation Company (GENCO), one Transmission Company
(TRANSCO) and three Distribution Companies (DISCOMs). The GNCTD issued Policy Directions on
November 22, 2001 in exercise of the powers conferred under Section 12 and other relevant
Sections of the Delhi Electricity Reform Act, 2000 (DERA), to facilitate the process of privatisation of
the unbundled distribufion enfities of DVB. The Policy Directions specified that the Distribution
Licensees would earn a return of at least 16% on their paid up equity capital and free reserves,
based on predetermined efficiency parameters for the five-year period from FY 2002-03 to FY 2006-
07. Through the Policy Directions, the Commission was mandated to issue the Order on opening
level of AT&C losses and the Bulk Supply Tariff payable by DISCOMs to TRANSCO before bidding for

privatisation of distribution business.

The Commission issued the Order on Bulk Supply Tariff and the Opening Level of AT&C losses, on
February 22, 2002. The GNCID, issued another set of Policy Directions on May 31, 2002 in
amendment to the Policy Directions issued on November 22, 2001, specifying (i) the tfrajectory of
AT&C losses to be achieved by the DISCOMS as agreed during the bidding process towards
privatisation of DISCOMs (Accepted Bid AT&C loss reduction target) over the five year Policy
period, (i) the loss reduction target specified by GNCITD for bidding process (minimum loss
reduction target) and (iii) the freatment in tariff in case of underachievement or overachievement

in actual AT&C losses with respect to Accepted Bid AT&C loss reduction target.

Subsequently, the Commission issued the revised "Guidelines for Revenue & Tariff Filing”
(Guidelines) on August 23, 2002 to accommodate the framework established by the Policy
Directions. The DISCOMs and the TRANSCO filed their ARR Petitions for FY 2002-03 (? months) and FY
2003-04 during November and December 2002 in accordance with the revised Guidelines. The
Commission after a detailed analysis of the Petitions and following due public process issued its
Order on these Petitions, on June 26, 2003, considering the provisions of the Policy Directions and

the tariff philosophy adopted by the Commission.

The DISCOMs, TRANSCO, GENCO and PPCL filed their ARR Petfitions for FY 2004-05 during December
2003. The Commission after a detailed analysis of the Petitions and following due public process
issued its Order on these Petitions, on June 9, 2004, considering the provisions of the Policy

Directions and the tariff philosophy adopted by the Commission.
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4.1.1 Elements of Policy Directions

There are four important elements in the Policy Directions issued by the GNCTD, which are relevant
from the point of view of tariff philosophy. First, the retail tariffs across the three DISCOMs have to
be uniform over the tenure of Policy Directions i.e. upto FY 2006-07. Second is the determination of
a Differential BST payable to TRANSCO for power purchase by each DISCOM based on the paying
capacity of the respective DISCOMs. Third is the aspect of Government Support for bridging gap of
TRANSCO and lastly, the concept of AT&C loss and the treatment of over/under achievement in
AT&C losses by the DISCOMs. All these aspects of Policy Directions have been explained in detail in
the Commission’s Orders dated June 26, 2003 and June 9, 2004.

The requirement of uniform retail tariff across the three DISCOMs in Delhi implies that the tariff for a
particular category of consumer shall be uniform fill the end of FY 2006-07, irrespective of
geographical location of the consumer. This requires that the uniform retail tariff for all the
DISCOMS have to be determined by considering the ARR of TRANSCO and all DISCOMs
simultaneously, after providing a minimum of 16% return for each DISCOM. The determination of
Bulk Supply Tariff has to be inter-linked with revenues through the retail tariff and individual
parameters including AT&C losses of DISCOMs. Further, the other important aspect of Policy
Directions is the support envisaged to be provided by GNCTD to TRANSCO to bridge the revenue
gap of the TRANSCO and the Bulk Supply Tariff it receives from the DISCOMs. The provisions of the

Policy Directions in this regard are as follows:

“The Government will make available to Transmission Company an amount of upto,
approximately, Rs. 3450 Crore during the period 2002-03 to 2006-07 as loan to be repaid by the
Transmission Company to the Government in a manner agreed to between the Transmission

Company and the Government”.

The Policy Directions laid down performance targets/efficiency level to be achieved by the
Distribution Companies measured in ferms of AT&C loss. Following the principles specified in the
Policy Directions, the determination of AT&C loss involves estimation of three parameters, i.e., T&D
loss, collection efficiency, and units realised. T&D loss is the difference between the units input to
the DISCOM and units billed by the DISCOM, expressed in terms of ratio of energy input to the
DISCOM. Collection efficiency is the rafio of the amount collected to the amount billed and unifs
realised is the product of units billed and collection efficiency. AT&C loss is the difference between
units input and units realised, expressed as a percentage of units input. In the Commission’s Order
issued on June 26, 2003, the Commission has explained in detail, the method of determination of
AT&C losses. The Commission also discussed in detail, the impact of lag in the collection and billing
and the results of the analysis showed that, although the AT&C loss for a particular month might be
very high or low, the overall AT&C loss for the year follows a definite frend and has minimal
variation. Hence, the Commission concluded that the impact of time lag is minimal and that it may

not be necessary to differentiate between the collection efficiency with fime lag and without time

lag.
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4.1.2 Treatment of Over Achievement and Under Achievement of Efficiency Targets
The amendment to the Policy Directions issued by the Government on May 31, 2002, further
elaborates the method of freatment of overachievement and underachievement over the period

FY 2002-03 to FY 2006-07. The relevant provisions have been reproduced below:

2. The following shall be the method of computation and treatment of over-achievement and
underachievement for the years 2002-03 to 2006-07:

i) In the event the actual AT&C loss of a distribution licensee in any year is better (lower) than
the level based on the minimum AT&C loss reduction levels stipulated by the Government for
that year the distribution licensee shall be allowed to retain 50% of the additional revenue
resulting from such better performance. The balance 50% of additional revenue from such

better performance shall be counted for the purpose of tariff fixation.

i) In the event the actual AT &C loss of a distribution licensee in any year is worse (higher) than
the level based on the AT&C loss reduction levels indicated in the Accepted Bid for that year,
the entire shortfall in revenue on account of the same shall be borne by the distribution

licensee.

iii) In the event the actual AT&C loss of a distribution licensee in any year is worse (higher) than
the level based on the minimum AT&C loss reduction levels stipulated by the Government for
that year but better (lower) than the level based on AT&C loss reduction levels indicated in the
Accepted Bid for that year, the entire additional revenue from such better performance shall

be counted for the purpose of tariff fixation.

Provided further that for paras 2(i), 2(ii) and 2(iii) above, for every year, while determining such
additional revenue or shortfall in revenue the cumulative net effect of revenue till the end of
the relevant year shall be tfaken, in regard to over-achievement/underachievement and

appropriate adjustments shall be made for the net effect.”

The Commission has already elaborated upon the treatment of over/under achievement as per
the provision of Policy Directions in its Orders on ARR Petitions of DISCOMs for FY 2002-03 and FY
2003-04 issued on June 26 2003 and its Orders on ARR Petitions of DISCOMs for FY 2004-05 issued on
June 9, 2004.

4.2 Treatment of Over/Under Achievement in AT&C Losses

The Commission while determining the ARR of DISCOMs for FY 2002-03 had considered the actual
AT&C losses and AT&C loss reduction trajectory in Policy Direction framework. During FY 2002-03,
two of the DISCOMs (NDPL and BYPL) under-achieved the AT&C loss reduction vis-Q-vis their
corresponding bid level targets. For these two DISCOMSs, the Commission for computing the ARR for
FY 2002-03 had considered the AT&C loss considering the bid level AT&C loss reduction target as
per the provisions of Policy Directions. The third DISCOM (BRPL) over-achieved the AT&C loss

reduction vis-a-vis its bid level target and hence the Commission had considered the actual AT&C
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loss while computing the ARR as per the provisions of Policy Directions in case of over-achievement

in AT&C loss reduction as compared to bid level targeft.

For FY 2003-04, the Commission, had considered the closing AT&C loss level of FY 2002-03 based on
the bid targets as the opening level for FY 2003-04 for two DISCOMs (NDPL and BYPL), due to under-
achievement of AT&C loss reduction vis-a-vis the bid level target. For BRPL, the Commission had
considered the opening level of AT&C loss for FY 2003-04 as the actual loss level at the end of FY
2002-03 due to company's over-achievement of AT&C loss reduction vis-a-vis the bid level target.
This effectively implies that the over achievement in AT&C loss during one partficular year had been

considered for succeeding years.

Subsequent to the Commission’s Order dated June 26, 2003, BRPL filed a Review Pefition on the
Order on ARR for FY 2002-03 and FY 2003-04 issued by the Commission, in which BRPL in addition to
other issues had also raised an issue that as per the Policy Directions, the over achievement in
AT&C loss reduction during one particular year cannot be considered for determining ARR and

Tariffs for succeeding years.

As this was a matter of interpretation of Policy Directions and considering that this issue has
substantial impact on the future ARR and Tariff Determination process, the Commission felt it
appropriate to seek clarifications from GNCTD on the methodology to be followed for tfreatment of

over-achievement in AT&C losses in any particular year for the future.

The Commission requested the GNCTD to provide clarification on the issue of treatment of
under/over achievement vis-a-vis AT&C loss targets in the context of the interpretation of Para 2 of
the Policy Directions notified on May 31, 2002, vide lefter No. F.11 (42)/DERC/2003-04/3719 dated
November 5, 2003. In response, the GNCITD, in ifs lefter No. F11 (118)/2001-Power/Partfile/2336
dated December 26, 2003, had given its clarifications on the points raised by the Commission. In
addition to explaining the treatment of under/over achievement of AT&C losses, the GNCTD had
explained the proviso to Para 2 of the Policy Directions issued on May 31, 2002, on the question of
cumulative effect of the AT&C loss achieved by the DISCOMs. The GNCTD in its lefter stated that

“The proviso again has no effect on the annual AT &C loss reduction targets, but only related to
the determination of additional revenue or shortfall in revenue on account of over-achievement or
under-achievement of the loss reduction targets............ ....... The intention of proviso was only to
give the DISCOMSs the benefit of certain financial adjustments in respect of financial consequences
of underachievement or over achievement and has no effect on the AT & C loss reduction targefs
themselves. Indeed the idea of shifting the targets themselves would be confrary to the whole
scheme of policy directives. Again, if the targets themselves were likely to shift upwards on over-
achievement, it would not only imply serious disincentive for loss reduction, but might equally have
led to demands for a corresponding revision in case of underachievement. It would not, therefore

be consistent with the Policy Directions to shift the targets. ”
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The Government along with the letter providing clarification on this issue also aftached the
illustrative examples (hypothetical situations) of underachievement and overachievement in

different years and how the cumulative net effect ought to be taken into account.

The Commission while estimating the ARR for FY 2004-05 duly considered the clarification on this

issue of freatment of overachievement in a particular year.

In FY 2004-05 also, all the three DISCOMs overachieved vis-a-vis their cumulative AT&C loss
reduction targets. In fact, NDPL has achieved AT&C loss level lower than the Minimum Bid level
specified by the GNCTD. Accordingly, the provisions of the Policy Directions and the GNCTD's
clarification have been applied to determine the extent of additional revenue to be retained by
the DISCOM and that fo be passed on fo the consumers while determining the Annual Revenue
Requirement of the Utilities. In case of BRPL and BYPL, as the over-achievement in AT&C loss
reduction is less than the minimum level target, the entire additional revenue due to over-
achievement has been considered as additional revenue for the purpose of ARR determination. In
case of NDPL, as the over-achievement in AT&C loss reduction is more than the minimum level
target the entire additional revenue as a result of AT&C loss reduction upto minimum level with
respect to bid level and 50% of the additional revenue beyond minimum level has been
considered as additional revenue for the purpose of ARR determination and balance 50% of the

savings beyond minimum level has been approved to be retained by NDPL.

The extent of over-achievement achieved by DISCOMs during FY 2004-05 vis-a-vis AT&C loss
reduction targets and the quantum of savings due to over-achievement of AT&C loss is given in
Tables 4.1 to 4.3 below:

Table4.1 : Over achievement by NDPL in AT&C Loss Reduction and quantum of savings (Rs Crore)

Bid Level | Min Level Actual
A. AT&C Loss (%) 40.85% 37.10% 33.79%
B. Over/Under Achievement 7.06% 3.31%
C. Energy Input (MU) 5549 5549 5549
D. Units Redlised (MU) 3283 3491 3674
E. Average Rate (Rs.) 4.06 4.06 4.06
F. Amount Redlised (Rs Cr) 1333.3 (X)| 1417.8 (Y) 1492.3 (Z)
G. Total benefit on account of over achievement (Rs
159.1
Cr) [Z-X]

H. Benefit on account of overachievement beyond

the minimum AT&C loss reduction level (Rs Cr) 74.65

[Z-Y]
|. Benefit on account of over achievement from

minimum AT&C loss reduction level and bid level 84.65

(Rs. Cr.) [G-H]
J. Benefits to be shared with consumers (Rs Cr.) 121.8

[Hx0.5+1] )
K. Benefits to be retained by the DISCOM (Rs Cr)

H x 0.5] 37.25
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Table 4.2 : Over achievement by BRPL in AT&C Loss Reduction and quantum of savings (Rs Crore)

Bid Level Actual
A. AT&C Loss (%) 42.70% 40.64%
B. Over/Under Achievement 2.06%
C. Energy Input (MU) 8405 8405
D. Units Realised (MU) 4816 4989
E. Average Rate (Rs.) 4.05 4.05
F. Amount Realised (Rs Cr) 1949.3 (X) 2020.3 (Y)
GC. To’ro.l benefit on account of over achievement beyond 711

the bid level (Rs Cr) [Y-X]

H. Benefits to be shared with consumers 71.1

Table 4.3 :Over achievement by BYPL in AT&C Loss Reduction and quantum of savings (Rs Crore)

Bid Level Actual
A. AT&C Loss (%) 50.70% 50.12%
B. Over/Under Achievement 0.59%
C. Energy Input (MU) 5337.50 5337.50
D. Units Redlised (MU) 2631 2662
E. Average Rate (Rs.) 3.91 3.91
F. Amount Redlised (Rs Cr) 1029.7 (X) 1042 (Y)
G. ToTo.I benefit on account of over achievement beyond 12.32

the bid level (Rs Cr) [Y-X]

H. Benefits to be shared with consumers 12.32

The total additional revenue of all three DISCOMs to be considered for the purpose of ARR
determination works out to Rs 205 Crore. The treatment of additional revenue due to over-
achievement of AT&C losses to be considered for the purpose of ARR determination has been
discussed in Section 4.9 i.e Efficiency Gains in FY 2004-05. Further, in line with the clarifications
obtained from GNCTD, the Commission has also not considered overachievement in a particular
year for determining the opening level of AT&C loss for the next year. For FY 2005-06, the
Commission has considered the AT&C losses of each DISCOM based on the cumulative Bid Level
AT&C loss reduction as specified in the Policy Direction till FY 2005-06.

4.3 ‘Truing up’ Mechanism

While analysing the ARR Petitions filed by TRANSCO, DISCOMs and GENCO, the Commission has to
rely on the information available at that point of fime and also project the sales, expenses and
revenues while determining the Annual Revenue Requirement. The Commission recognised the
fact that at the end of the year, the actual sales, expenses and revenues can be different vis-a-vis

the projections made by the Commission in its Order. The Commission has detailed ifs view in its
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earlier Orders that the licensees have to be compensated to the extent of variations, which are
beyond their confrol, subject to prudence of the expenses, to ensure their financial viability, in
earlier Orders. The Commission insfituted a process of ‘Truing up’ at the end of the year, based on
the actual expenses/revenues, considering the prudence of such variations over the approved
levels. Further, the Commission clarified that while approving such expenses/revenues to be
recovered in the future years, the holding costs of the same would also be allowed. The
Commission in its Order dated June 9, 2004 on ARR and Tariff Pefitions for FY 2004-05 have
considered the carrying cost for fruing up of expenses and revenue at a weighted average cost of
funds considering debft: equity ratio of 70:30. The Commission has confinued with the same
principle and has allowed the carrying cost for truing up of expenses at a weighted average cost

of funds considering debt:equity ratio of 70:30

The DISCOMs and TRANSCO in the ARR and Tariff Petition for FY 2005-06 have requested for fruing
up for FY 2004-05 based on the revised estimates and for FY 2003-04 and FY 2002-03 based on

audited accounts.

The Commission would like to clarify that the truing up for any year will be taken up during the ARR
and Tariff determination process of the ensuing year based on revised estimates or provisional
accounts which will take into account the impact of major variations in each component of
expenses and revenues. Further, to account for small variations arising out of difference in audited
accounts with revised estimates or provisional accounts, the truing up will be taken in the year after
ensuing year. In no circumstances, the fruing up for any year will be not be considered after the
two years i.e. the year after the ensuing year. This principle has been elaborated with example as

follows:

The first truing up of expenses and revenue for FY 2004-05 based on revised estimates or provisional
accounts has been taken up during the ARR and Tariff determination process of FY 2005-06 and
the second truing up of expenses and revenue for FY 2004-05 based on audited accounts will be

taken up during the ARR and Tariff determination process of FY 2006-07.

In line with the principles mentioned above, the Commission while determining the ARR for FY 2004-
052005-06 has considered the truing up of expenses and revenue for FY 2003-04 based on audited
accounts and the fruing up of expenses and revenue for FY 2004-05 based on the provisional
accounts. The Commission has not considered for truing up of expenses and revenue for FY 2002-03

at this stage, as this has already been carried out in the Order for FY 2004-05.

The Commission has also considered the carrying cost on truing up amount considering a
normative debt:equity ratio of 70:30. For the amount allowed as a fruing up for FY 2003-04, the
Commission has considered the carrying cost for two years and for the amount allowed as a truing

up for FY 2004-05, the Commission has considered the carrying cost for one year.
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4.4 Treatment of DVB Arrears

According to the provisions of the Transfer Scheme, the amount of DVB arrears realised by the
DISCOM shall be shared between in the Holding Company and DISCOM in the ratio of 80:20. The
Commiission in its previous Tariff Order dated June 26, 2003 has deliberated on this issue and the

Commission’s views on this issue as mentioned in Tariff Order dated June 26, 2003 are as follows:

“In the Transfer Scheme, notified by the Government of NCT of Delhi on 20th November 2001, the

following has been stated:

“All the receivables from sale of power to consumers of the erstwhile Board other than tfo the
extent specifically included in Schedules D, E and F shall be to the account of Holding Company.
The DISCOMs will be authorised to realise the receivables of the Holding Company in their
respective area of supply. Upon realisation of such receivables of the Holding Company the same
shall be shared between the Holding Company and the DISCOMs in the ratio 80:20".

These specified receivables are the past dues against the power sold by the erstwhile Delhi Vidyut
Board (DVB), prior to it's restructuring. These receivables have been passed on to the distribution
companies and are reflected in their balance sheets, as assets. According fo the terms of the
Transfer Scheme, the Holding Company is to receive 80% of the receivables while the balance 20%
would be retained by the distribution companies. In the ARR Petitions filed by the three distribution
companies, while 20% of the receivables have been accounted as non-tariff income, the
remaining 80% is treated, as expense, and passed on to the Holding Company. This would, of

course, increase the revenue gap, which would, in turn, imply that tariffs would have to be raised.

It is the considered view of the Commission that the 80% of the receivables, which is going to the
Holding Company, should, in fact, go to Delhi Transco Ltd., fo be ploughed back into the sector.
This would be the most logical course of action since at the time of the calculation of the Bulk
Supply Tariff in February, 2002, the entire receivables was taken info account as an income being
generated within the secftor. Itis to be borne in mind that, as mentioned above, in case 80% of the
receivables is repatriated fo the Holding Company, the consumers of Delhi would have fo incur the
burden by way of an enhanced tariff shock. In this context, the Commission also notes that in
determination of AT&C losses, no distinction is made between the amounts realised against current
biling and amounts realised against the past receivables. The Commission is of the view that it
could not possibly have been the intention of the GNCTD, while drafting the Transfer Scheme that
the expense is passed on to the consumers. It would, indeed, be ironical if the consumers of Delhi
were to bear the burden of the receivables, estimated at close fo Rs. 200 Crore during financial
year 2002-03 (09 months) and financial year 2003-04, in the post privatisation period. In view of the
above, the Commission asks the GNCTD to revisit this matter and issue an appropriate amendment
to the Transfer Scheme. In so far as the present Pelitions are concerned, the Commission has
considered 80% of the collected arrears remaining within the sector while determining the annual

revenue requirements.”
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The GNCITD reviewed the matter and issued a clarification through letter No.F.11(99)/2001-
Power/531 dated March 31, 2004 that the original Transfer Scheme would remain as it is and the
receivables against DVB arrears would be shared between the Holding Company and the
DISCOMs in the ratio of 80:20 respectively.

The Commission felt that it would be equitable and fair if the revenue realised on account of
recovery of arrears remain in the sector and as recommended in the Tariff Order dated June 26,
2003, are passed on to the Delhi Transco Limited, instead of the Holding Company. Accordingly,
the Commission vide its letter dated April 25, 2004 again requested the Government to reconsider

the matter in the interest of consumers of Delhi.

The GNCID further replied on June 4, 2004 mentioning that the Government has reviewed the
maftter and the original Transfer Scheme would remain as it is and the receivables against DVB
arrears would be shared between the Holding Company and the DISCOMs in the ratio of 80:20

respectively.
The Commission in its Order dated June 9, 2004 has opined as follows:

“The Commission is of the opinion that it will not be fair at all to pass on the burden of past
receivables of the sector to consumers of Delhi as also this will warrant huge tariff shock to
consumers. The 80% of total receivables for three years i.e. FY 2002-03, FY 2003-04 and FY 2004-05
works out to around Rs. 300 Crore. In case these receivables are to be passed on to Holding
Company instead of TRANSCO as envisaged in Commission’s Order dated June 26, 2003, these
receivables along with carrying cost on arrears of FY 2002-03 and FY 2003-04 has to be considered
as expense in ARR, which will increase the Revenue Gap by around Rs. 330 Crore. To bridge this
additional sector revenue gap of Rs. 330 Crore, the tariff increase required will be around 9%. It is
not ending here and infact more and more past arrears will be collected by DISCOMs in future
years and if these arrears will go out of the sector, this will lead to increase in tariffs in future.
Considering these aspects, the Commission vide its letter dated June 7, 2004 again approached
the Government so as to protect the consumers of Delhi from unwarranted tariff hike. Accordingly,
the Commission while estimating the ARR and Revenue Gap for FY 2004-05 considered 80% of the

collected arrears remaining within the sector as revenue fo TRANSCO".

TRANSCO submitted the filed the Review Pefition on for review of the Order of the Commission
dated June 92,2004 (Order) passed on the Petitioner’s Petition no. 1/2004 in respect of its Annual
Revenue Requirement (ARR) and determination of Bulk Supply Tariff (BST) for the Financial Year
2004-05. The TRANSCO raised the issue of DVB arrears in the Review Petition filed on July 22, 2004.

Subsequently, the GNCTD further replied on August 12, 2004 mentioning that the Government has
reviewed the matter and the original Transfer Scheme would remain as it is and the receivables
against DVB arrears would be shared between the Holding Company and the DISCOMs in the ratio
of 80:20 respectively.
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The Commission on October 29, 2004 issued the Order on Review Petition filed by TRANSCO and
the Commission in its Order on Review Petition had not admitted the issue of remittance of DVB

Arrears to Holding Company instead of remittance to TRANSCO for review.

In the above backdrop, this issue has been further examined by the Commission in light of Policy
Directions regarding treatment of efficiency gains with respect to over achievement and under
achievement of AT&C loss reduction during the period FY 2002-03 to FY 2006-07. According to the
arrangement as stipulated in the Policy Directions, the benefits of over-achievement by the
DISCOMs in AT&C losses which is calculated by taking info account the past DVB arrears has to be
passed on to consumers fully if the AT&C loss reduction is upto minimum level and if the AT&C loss
level reduction is beyond the minimum level, revenue realised on account of AT&C loss reduction
between the Bid Minimum level and Minimum actual level have has to be equally shared between
the consumers and the Licensees. The additional revenue to be passed on to consumers in fordue
to over-achievement has to be taken into account for the purpose of determination of ARR for
next year. In case, the DVB arrears are passed on to the Holding Company, the arrangement
proposed for tfreatment of over achievement of efficiency targets in the Policy Direction is not
implementable. Therefore, the Commission while estimating the ARR and Revenue Gap for FY
2005-06 has considered 80% of the collected DVB arrears remaining within the sector as revenue to

TRANSCO, in line with the practice followed ing in previous years

4.5 Regulatory Asset created in FY 04-05 Orders
The Commission in its Orders on ARR and Tariff Petitions for FY 2004-05 after deliberating all the
options of bridging the revenue gap has created Regulatory Asset of Rs 696 Crore to bridge the

entire revenue gap of Rs 696 Crore.

The Commission’s philosophy on the creation of Regulatory Asset, the quantum of Regulatory Asset
apportioned to TRANSCO and DISCOMs and its amortization have been elaborated in the Tariff
Order for FY 2004-05 as under:

“Need for Regulatory Asset

The total consolidated revenue gap of all the utilities (TRANSCO and DISCOMSs) during FY 2004-05
as estimated by the Commission works out to Rs. 1762 Crore which is 48% of revenue at existing
tariffs. The committed support from the GNCTD for FY 2004-05 is Rs. 690 Crore. After considering this
Government support, the net revenue gap of the utilities works out to Rs. 1072 Crore. As mentioned
earlier, if the entire net revenue gap is to be bridged by increase in tariffs, the average ftariff

increase required would be to the extent of 30%.
Concept of Regulatory Asset:

Creation of a Regulatory Asset is a mechanism to carry forward a porfion of the revenue
requirement for a particular year that has not been included while designing the tariffs for that

year. The amount equivalent to the Regulatory Assets is thus effectively removed from the revenue
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requirement for the year in question. Such a situation generally arises when the projected revenues
are significantly lower than the revenue requirement and it is not feasible to recover the entire
amount either through increase in ftariffs or through other means such as Government subsidy
during that year. In such situations, the Regulator may choose to create a Regulatory Asset
equivalent to the uncovered expenses and allow the licensee to amortise the same over a period
of time. The Regulatory Asset mechanism is resorted to mainly to avoid tariff shocks fo the
consumers in a given year, while at the same time allowing the utility to recover the costs in a

reasonable manner so as to protect its interests as well as those of the consumers.

Generally, Regulatory Assets are amortised over a reasonably long period of time, say 3-7 years, so
as fo even out the sudden increase in tariff. It is also common that over the period of amortisation,
financing cost of the outstanding Regulatory Asset and the funds required to refire the Regulatory
Asset through amortisation is allowed by the Regulators. In such cases, the Revenue Requirement
for the future years would include the amount towards amortisation of the Regulatory Assets as well
as the carrying cost of the Regulatory Assets. This allows spreading the impact of tariff increases
over a period of time and thereby mitigates the possibility of a rapid and upward pressure on

tariffs.

In view of the circumstances in the Delhi Power sector as explained in the above Sections, the
Commission feels it is imperative to resort to the mechanism of Regulatory Assets in the interest of
viability of the sector and also to ensure that the consumers are not subjected to an unusually high

tariff increase after the last tariff increase effected in July 2003.
4.5.1.1 Estimated Regulatory Assets

Out of the total revenue gap, the revenue gap fo be bridged from the increase in tariff as
approved by the Commission works out to Rs. 376 Crore. The balance revenue gap of Rs. 696 Crore
is proposed to be treated as a Regulatory Asset to be amortised in future years through various

measures.

The Commission would like fo highlight the fact that the total revenue gap estimated for FY 2004-05
is based on information submitted by the Petitioners and certain assumptions based on past trends.
However, the actual revenue gap for the year might vary based on the actual performance
during the year. Hence, the quantum of uncovered/excess Revenue Gap that will be permitted
under fruing up mechanism after prudence check, and the Regulatory Assets will also undergo a

change after the truing up process for FY 2004-05.

4.5.1.2 Proposed Amortisation Mechanism for the Regulatory Asset
The Commission proposes to amortise the Regulatory Asset through a combination of several

measures such as through the efficiency gains i.e. over-achievement in AT&C losses, and inclusion
of certain component of Regulatory Asset in fufure years’ ARR, (when the revenue gap for that

particular year is not substantial) and any other appropriate measure..
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The Commission while amortising the Regulatory Asset will also consider the carrying cost of the
Regulatory Asset. The period of amortisation of the Regulatory Asset and the amount to be
amortised each year is contingent upon several factors such as Revenue Gap approved by the
Commission for the particular year including the ensuing year, actual AT&C loss reduction during
the year, etc. The Commission is of the opinion that it would be ideal to amortise this Regulatory
Asset fully within the Policy Direction Period i.e. by FY 2006-07. At this stage, it is difficult to define the
quantum of amortisation in future years. However, in principle, while deciding the quantum of

Regulatory Asset to be amortised, the Commission will consider the following:

e Actual AT&C loss reduction achieved by the DISCOMs

e AT&C loss reduction proposed by the DISCOMs.

e Actual Revenue Gap/Surplus for the previous year, if any, after Truing up
e Estimate of Revenue Gap for the sector during the ensuing year”

4.5.1.3 Apportionment of Regulatory Asset between the Utilities
The Commission apportioned Rs. 100 crore of the gap as a Regulatory Asset to the TRANSCO,

considering the potential and scope for efficiency improvement in terms of efficient operation
under the ABT regime and tariff increase in future years for TRANSCO. The Commission evaluated
various parameters for the apportionment of the balance gap of Rs. 596 crore between the
DISCOMs, viz. revenue of each DISCOM, energy purchase by the DISCOM, power purchase cost
of the DISCOM, and revenue gap of the DISCOM. The Commission also studied the proportion of
apportionment of the Regulatory asset to the various DISCOMs for each of the parameters as the
basis of apportionment. Based on the analysis, the Commission apportioned the balance gap of
Rs. 596 Crore as Regulatory Asset in proportion to Revenue of each of the DISCOM, as given in the
Table below: The following Table 4.4 details the apportionment of the Regulatory Asset and the

quantum of Regulatory apportioned to TRANSCO and DISCOMs.

Table 4.4: Apportionment of the Regulatory Asset in FY 2004-05 Order :

Sr. Company Regulatory Asset Regulatory Asset Regulatory Asset (Rs.
No. Apportionment Ratio Apportionment Ratio Crore)
amongst DISCOM (%) | amongst all players (%)
1 BRPL 44.7% 38.3% 267
2 BYPL 23.1% 19.8% 138
3 NDPL 32.2% 27.6% 192
4 Subtotal .
DISCOMs 100% 85.6% 596
5 TRANSCO 14.4% 100
[ Total 100% 696
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4.6 Impact of Truing up for FY 2004-05
While determining the quantum of Regulatory Asset for FY 2004-05, the Commission had specified
that the actual revenue gap for the year might vary based on the actual performance during the

year and hence, the Regulatory Asset would also undergo change after the truing up process for
FY 2004-05.

The truing up for FY 2004-05 based on the actual expenditure and after prudency check by the
Commission has revealed that the actual gap between revenue and revenue requirement is lesser
than that estimated by the Commission at the time of the Tariff Order for FY 2004-05. The revised
revenue gap for FY 2004-05 as estimated by the Petitioner and as approved by the Commission in

this Order is given in Table 4.5 below:

Table 4.5 : Revised Revenue Gap for FY 2004-05 based on truing up

2004-05
Petition Commission
NDPL 309 207
BRPL 325 221
BYPL 139 120
DTL 141 0
Total 914 548

As the total sector revenue gap for FY 2004-05 based on truing up of expenses and revenue of
Utiltiies has reduced as compared to the quantum of Regulatory Asset created for FY 2004-05, the
quantum of Regulatory Asset required to be created for FY 2004-05 has also reduced from Rs. 696

crore to Rs. 548 crore.

The Commission has consequently restated the quantum of Regulatory Asset for FY 2004-05 in
accordance with the philosophy stated in the Tariff Order for FY 2004-05, as Rs. 548 crore based on
the actual revenue gap of the Ufilities. The revised quantum of Regulatory Asset has been
apportioned to the TRANSCO and DISCOMs in the proportion of Regulatory Asset created for
TRANSCO and DISCOMs, in order to be fair and equitable. The quantum of Regulatory Asset
created in the Orders dated June 9, 2004 on ARR and Tariff Petitions for FY 2004-05 and revised
Regulatory Asset for FY 2004-05 based on truing up has been shown in the Table 4.6 below:

Table 4.6 : Quantum of Revised Regulatory Asset (Rs Crore):

Regulatory Asset Created in |Revised Regulatory

FY 04-05 Order (Rs Crore) Asset (Rs Crore)
DTL 100 0
NDPL 192 207
BRPL 266 221
BYPL 138 120
696 548
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4.7 Sector Revenue Gap for FY 2005-06

The total sector revenue gap estimated by the Commission for FY 2005-06 is Rs. 458 crore excluding
the Government Support. The details of the revenue gap as estimated by the Petitioners for FY

2005-06 and the revenue gap as approved by the Commission is provided in Table 4.7 below:

Table 4.7: Proposed and Approved Revenue Gap for FY 2004-05 and FY 2005-06 (Rs Crore)

Table 4.7: Proposed and Approved Revenue Gap for FY 2004-05 and FY 2005-06 (Rs Crore)

2005-06
Petition Commission
NDPL 244 101
BRPL 260 31
BYPL 129 -30
DTL 1442 356
Total 2075 458
Govt Support* 138 138
Transco Rev Gap after Support 1304 218
Net Revenue Gap 1937 320

As already discussed earlier, while issuing the Policy Directions, the GNCTD has committed to
provide Rs. 3450 Crore during the period FY 2002-03 to FY 2006-07 as a loan to TRANSCO, which is to
be used to bridge the gap between its revenue requirement and the bulk supply price that it
receives from the Distribution Licensees. The Table 4.8 below shows the committed level of
Government support for the period FY 2002-03 to FY 2006-07, as given in the Financial Restructuring
Plan approved by the GNCTD.

Table 4.8: Committed GNCTD Support

Rs. Crore)

Year FY 2002-03 FY 2003-04 FY 2004-05 FY 2005-06 FY 2006-07 Total
GNCTD 1364 1260 690 138 0 3452 (say

Support 3450)

The Commission in its Order on ARR for FY 2002-03, FY 2003-04 and FY 2004-05 has taken info
consideration the Government Support available to TRANSCO for respective years while estimating
the sector revenue gap and for setting the tariffs for FY 2004-05. For FY 2005-06 the extent of
Government support available to TRANSCO to bridge the revenue gap is Rs. 138 Crore.
Considering this, the net revenue gap for FY 2005-06 works out to Rs. 320 Crore.

4.8 Consolidated Sector Revenue Gap for FY 2004-05 and FY 2005-06
The total consolidated sector revenue gap for FY 2004-05 based on truing up and FY 2005-06 as
approved by the Commission works out to Rs 1006 Crore including the Revised Regulatory Asset of

Rs 652 548 Crore and excluding the Govt. support of Rs. 138 Crore. .
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4.9 Efficiency Gains in FY 2004-05 and its freatment

As anticipated and assumed by the Commission in its Order dated June 9, 2004, the DISCOMs
have made significant efficiency improvement in FY 2004-05, with the most notable achievement
being made by NDPL which has exceeded the AT&C loss targets specified in the Minimum Bid
criteria by the GNCTD. The over-achievement in AT&C loss reduction achieved by each DISCOM
and the extent of additional revenue to be considered while ARR determination has been

discussed in Section.4.2.

As discussed in Section 4.5.1.2, the Commission in its Order dated June 9, 2004 on ARR and Tariff
Petitions of FY 2004-05 has opined that the Commission will utilise the efficiency gains for amortising
the Regulatory Asset. The Commission has considered the benefits of the efficiency gains to be
passed on to consumers for amortising the Regulatory Asset of the respective DISCOM in view of
the fact that no fransition support by way of Government Loan is available to TRANSCO in FY 2006-
07 from the total support of Rs 3450 Crore during the Policy Direction Period. If the efficiency gains
achieved during FY 2004-05 are not utilised for amortising the Regulatory Asset while determining
the ARR and Revenue Gap for FY 2005-06, the revenue gap during FY 2006-07 including the
amortisation of entire Regulatory Asset may increase info unmanageable proportions. Further, the
issue of creation of Regulatory Asset is sub-judice in Hon'ble Delhi High Court, where the
Commission has taken a stand that it is preferable to amortise the Regulatory Asset created during
FY 2004-05 during the tenure of Policy Direction Period i.e. FY 2006-07.

Considering the above aspects, the Commission adjusted the efficiency gains achieved by each
DISCOM against the revenue requirement of each DISCOM, by amortizing the Regulatory Asset of
each DISCOM to the extent of additional revenue as a result of over-achievement to be

considered for ARR determination purpose.

As regards fo the Regulatory Asset of TRANSCO, the Commission in its Order dated June 9, 2004 has
opined that a certain quantum of Regulatory Asset has been allocated to TRANSCO considering
the potential and scope of efficiency improvement. The TRANSCO during FY 2004-05 has sold the
surplus power through bi-lateral arrangements and Ul at an average rate of Rs 3.17/kWh and
earned the fotal revenue of Rs 628 Crore. Considering the actual average power purchase cost of
Rs 2.10/kWh, the TRANSCO has earned additional revenue of around Rs 200 Crore by selling the
excess power fo other States. As the TRANSCO has also achieved substantial efficiency gains, the
Commission has proposed to amortise the entire Revised Regulatory Asset of TRANSCO for FY 2004-
05 through the additional revenue earned. Out to total revenue of Rs 628 Crore from sale to other
States, the revenue of Rs 94 Crore has been considered for amortising the Regulatory Asset and the
balance Rs 534 Crore has been considered while determining the net power purchase cost of
TRANSCO for FY 2004-05.

The Regulatory Assets amortized against efficiency gains for each DISCOM and TRANSCO, and the

balance Regulatory Asset to be amortized in future years is given in the Table 4.9:
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Table 4.9 : Amortisation of Regulatory Asset and Balance Regulatory Asset (Rs Crore)

DTL NDPL BRPL BYPL |Total
Revised Reg. Asset 0 207 221 120 548
Amortisation of Reg. Asset 0 122 71 12.2 205
Balance Regulatory Asset 00 85 150 108 343

The balance Regulatory Asset after amortising the Regulatory Asset of Rs 205 Crore through the
efficiency gains works out to Rs 343 Crore. Amortization of balance regulatory asset of Rs. 343 Crore

will be considered in the following years.

As regards fo the carrying cost on Regulatory Asset, the Commission is of the opinion that the
savings from efficiency gains have been made by the Utilties during the course of the entire year
i.e. FY 2004-05 which have been considered for amortising the Regulatory Asset. Therefore, the
Commission has allowed the carrying cost for FY 2004-05 on the balance unamortised Regulatory

Asset considering the normative debt:equity ratio of 70:30.

Further, the Commission has also considered the carrying cost on balance Regulatory Asset for FY
2005-06 considering the normative debtiequity rafio. The carrying cost on balance Regulatory
Asset for FY 2005-06 shall be frued up at the end of the year after taking into account the
amortisation of Regulatory Asset during FY 2005-06.

4.10 Measures to Bridge the Revenue Gap
While issuing the Tariff Order for FY 2004-05, considering the quantum of revenue gap the
Commission had explored various opfions to bridge the revenue gap and the opfions examined by

the Commission were:

Option I: Increase in Retail Supply Tariffs:

The increase in the revenue requirement determined after prudent regulatory process has to be
met through increase in tariffs, as the user charges need to reflect the cost of operations. However,
considering the quantum of revenue gap, substantial increase in tariff in the range of around 30%
would have been necessary during FY 2004-05 if the entire revenue gap was to be met through

revision in tariffs. This would have resulted in a severe tariff shock to consumers.
Option ll: Efficiency Improvements

The other option was to assess the expected efficiency improvements and its financial benefits to

bridge the revenue gap to certain extent.
Option Ill : Creation of Regulatory Asset:

This involved deferring the recovery of the revenue gap and staggering it over a longer period,

through creation of a Regulatory Asset, to avoid tariff shock to the consumers in the current year.
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The details of the above Options and the Commission's approach in FY 2004-05 are detailed in the
Commission’s Orders dated June 9, 2004.

The Commission has considered these three options as well as other options for bridging the total
consolidated revenue gap of Rs 663 Crore FY 2004-05 and FY 2005-06 Rs 829 Crore as approved by
the Commission for FY 2005-06 including unmet gap i.e balance regulatory asset of FY 2004-05.

4.10.1 Option I: Increase in Retail Tariff

The Commission is of the opinion that the burden on the consumers should be minimised to the
extent possible and licensees should operate at efficient levels to bridge the revenue gap. As
discussed earlier, the total sectoral revenue gap including unmet revenue gap FY 2004-05 (i.e.

balance Regulatory Asset) works out to Rs 829 663 Crore.

At the time of restructuring and privatisation, the GNCTD had initially committed a support of Rs.
2600 Crore for the period of five years FY 2002-03 to FY 2006-07. Accordingly, while issuing the Bulk
Supply Tariff Order in February 2002, the Commission considered the Government support to the
extent of Rs. 2600 Crore. The Commission in its BST Order with regard to quantum of Government

Support to bridge the revenue gap had mentioned as follows:

“The Commission has taken note of the position of the Govt. of NCT of Delhi regarding the issue
envisaging turnaround of the Distribution Companies and the viability of the Transmission Company
well within five years, enabling TRANSCO to meet the loan liability and at the same time resulting
no tariff shocks to the consumers. The Commission is not aware of the assumptions made by the
Government to arrive at Rs. 2600 Crore in terms of loss reduction trajectory envisaged and the level
of tariff increases. However, the accumulated revenue gap for TRANSCO could be higher or lower
than the amount estimated by the Government depending upon the level and structure of future
retail tariffs and the committed loss reductions. At this point, the Commission opines that any
shortfall in the revenue gap, if any, of TRANSCO during the term of five years over and above Rs.
2600 Crore would have to be bridged in the form of Government support, sector efficiency
improvements, any other suitable mechanism or a combination of all of the above, to be decided

by the Commission at the appropriate stage.”

Subsequently, the Government enhanced the support during the five year period from Rs. 2600
Crore to Rs. 3450 Crore based on assumptions about key parameters which were not provided to

the Commission atf the time of issuance of amendment to the Policy Directions.

Subsequently, the GNCTD provided the copy of Financial Restructuring Plan prepared at the time
of privatisation upon a specific request from the Commission during the processing of the ARR and
Tariff Petitions for FY 2002-03 and FY 2003-04.

It may be noted that the Financial Restructuring Plan prepared by GNCTD at the fime of
privatisation, has assumed an average tariff increases for the period FY 2002-03 to FY 2006-07 as

given in the Table 4.10 below:
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Table 4.10: Tariff Increases Projected in the Financial Restructuring Plan

Year FY 2002-03 FY 2003-04 FY 2004-05 FY 2005-06 FY 2006-07
Projected Tariff 10% 10% 10% 5% 3%
Increase

The Commission would like to highlight that the tariff increase projected in the Financial
Restructuring Plan and the estimated Government Support were based on broad assumptions for
the period FY 2002-03 to FY 2006-07 with respect to increase in sales, consumptfion mix, loss

reduction trajectory, capital investment programme, operational expenses, etfc.

The Commission while determining the ARR on year-to-year basis has to consider the actual
revenue and expenses, operational parameters and loss reduction of the previous and current
year and estimate of the ARR parameters based on the recent trends for the ensuing year. The
extent of tariff increase approved by the Commission in its previous Orders after the restructuring of

erstwhile DVB and privatisation of DISCOMs is discussed in following sections.
4.10.1.1 Tariff Increase during FY 2002-03 and FY 2003-04

Based on the estimation of ARR for the Transmission Company and Distribution Companies for FY
2002-03 and FY 2003-04, the Commission estimated the Sector Revenue Gap of Rs. 87 Crore for the
two years after considering the Government Support of Rs. 1364 Crore and Rs. 1260 Crore for FY
2002-03 and FY 2003-04, respectively. To bridge this estimated revenue gap of Rs. 87 Crore and to
compensate for the loss in revenue due to the rationalisation measures undertaken, the
Commission increased the tariff by 5.01% for FY 2003-04. Thus, against the cumulative 21% average
tariff increase assumed in the Financial Restructuring Plan for FY 2002-03 and FY 2003-04, the
increase in tariffs required to bridge the revenue gap based on actual assessment for FY 2002-03

and estimations for FY 2003-04 was only about 5%.

4.10.1.2 Tariff Increase during FY 2004-05

As discussed in the previous Order, the Government Support during FY 2004-05 reduced to Rs. 690
Crore as compared to the amount of Rs. 1260 Crore during FY 2003-04. The reduction in
Government Support during FY 2004-05 coupled with other factors resulted in substantial revenue
gap at the existing bulk and retail supply tariffs during FY 2004-05, estimated at Rs. 1072 Crore. The
tariff increase required fo meet the entire estimated gap in FY 2004-05 was around 30%, which was
very high and would have resulted in a severe tariff shock to the consumers. Considering all the
aspects, the Commission decided to peg the average tariff increase for FY 2004-05 at 10%. The
estimated increase in revenue on account of the tariff revision approved by the Commission was
Rs. 376 Crore out of the total unbridged revenue gap of Rs. 1072 Crore. For bridging the balance

revenue gap of Rs. 696 Crore, the Commission after exploring other options such as efficiency
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improvements and creation of Regulatory Asset, created Regulatory Asset of Rs 696 Crore which

has already been discussed in Section 4.5 above.

Thus, the cumulative tariff increase from FY 2002-03 to FY 2004-05 has been only 15.55% as against

33% envisaged in the Financial Restructuring Plan.

As discussed earlier, the Government Support during FY 2005-06 is Rs 138 Crore as compared to the
amount of Rs. 690 Crore, Rs. 1260 Crore and Rs 1364 during FY 2004-05, FY 2003-04 and FY 2002-3,
respectively. The reduction in Government Support during FY 2005-06 coupled with other factors
has resulted in substantial revenue gap at the existing bulk and retail supply tariffs during FY 2005-
06, estimated at Rs. 829 663 Crore (including balance regulatory asset) even though the
performance of the DISCOMs have improved as compared the previous years. The average tariff
increase required to meet the entire estimated gap works out to around 1713.60%, which appears

to be on higher side and would result in a severe tariff shock to the consumers.

The Commission after exploring the other options of bridging the revenue gap as discussed in

subsequent sections has deliberated on the tariff increase approved for FY 2005-06.

4.10.2 Option lI: Efficiency Improvements and Regulatory Asset

In this regard, the Commission in its Tariff Order for FY 2004-05 has opined as follows:

“The Commission has also explored the option of bridging the revenue gap through efficiency
improvements. The Commission strongly feels that during the ensuing year FY 2004-05, there is a
good chance for substantial overachievement in reducing AT&C losses and the improvement in
efficiencies in terms of over achievement in AT&C loss reduction can bridge the estimated revenue
gap to some extent. However, as elaborated in earlier Sections, in accordance with the Policy
Directions, the Commission is bound to consider Accepted Bid Level AT&C loss reduction target
while determining the ARR and setfing the tariffs for the ensuing year 2004-05. Therefore, for the
said purposes, it is not appropriate to consider efficiency improvements during the ensuing year in

terms of over achievement in AT&C loss reduction for bridging the revenue gap.

4.10.2.1 Importance of over achievement of Efficiency Gains
The Commission wishes to highlight the importance of efficiency gains in achieving the goals set

out in the reform process. This requires improvements in the functioning of the licensee to over -
achieve the performance targets set out in the Policy Directions. The investments made towards
system improvement as a part of APDRP including the metering programme and improvements in
biling and collection have resulted in some improvement. The significant investments planned
under the APDRP scheme, along with other capital and R&M investments approved for FY 2003-04
and FY 2004-05, were not envisaged at the fime of bidding. These include system augmentation
and commercial loss reduction measures on account of energy audit activities like metering and
biling, consumer coding, feeder and Distribution Transformer (DTR) metering, and part outsourcing

of metering and billing proposed during the two years. The Commission, therefore, expects that the
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higher investments during the initial years should lead to a far more aggressive AT&C loss reduction

frajectory as compared to the committed loss reduction trajectory.

Based on the submissions by the DISCOMSs, the actual AT&C losses reduction achieved by all three
DISCOMs in FY 2003-04 was higher than the bid levels for FY 2003-04. Thus the frend of over
achievement in AT&C loss reduction farget has commenced from FY 2003-04, even when the
investments made by two DISCOMs were substantially lower than the investment plan approved
by the Commission in ifs Order of June 26, 2003. While appreciating the efforts put in by the
licensees, the Commission expects that this tfempo will be continued with added vigour in the
coming years and the licensees will strive to surpass the efficiency targets set out in the GNCTD's
Policy Directions. The extent of investments proposed by DISCOMs has been discussed in earlier
Section. Considering the achievement made in FY 2003-04 and the proposed investment
programme, the Commission is optimistic in this regard, and is of the opinion that there will be
substantial over achievement in reduction in AT&C loss levels over the bid and minimum levels. A
one-percentage point reduction in AT&C losses in the Delhi power sector is expected to result in
additional surplus of Rs. 90 Crore in the system at the current level of sales and tariffs. The AT&C loss
reduction targets as per the Accepted Bids and Minimum Bid levels stipulated in GNCTD's Policy
Directions for FY 2004-05 is about 4% and 4.5 % respectively for the sector.

As per the Policy Directions, the revenues on account of over achievement and under
achievement has to be shared between consumers in the form of tariff reduction and DISCOMSs
based on cumulative underachievement and overachievement in lines with the principles of Policy
Directions. Considering the cumulative AT&C loss reduction target for two years FY 2002-03 and FY
2003-04, two DISCOMs i.e. NDPL and BRPL have already over-achieved the AT&C loss reduction
and hence the benefit of overachievement in future years will be available in the form of lower
ARR from FY 2004-05 onwards. However, in case of BYPL, over achievement in FY 2003-04 does not
completely compensate BYPL for under achievement of FY 2002-03. Hence, the over achievement
in AT&C loss reduction in future years in BYPL has to first set off against the cumulative under
achievement fill the end of FY 2003-04. Once the revenue from over achievement is set off against
the cumulative underachievement fill FY 2003-04, the benefits of over achievement in BYPL will also
start flowing in the ARR. By following the mechanism of freatment of overachievement of AT&C loss
targets as per the Policy Directions, over achievement of 0.5% in FY 2004-05 will lead to a reduction
of around Rs. 30 Crore of revenue requirement of the Sector, as this portion is completely passed
on to the consumers. In case the overachievement is higher than 0.5%, the incentive will be shared
between the consumers and the licensees, which will again effectively lead to a reduction in ARR
of the licensees. However, in the case of years 2005-06 and 2006-07, as the bid level loss reduction
fargets are higher than the minimum loss reduction target, the entire benefit of over achievement
will be shared between the consumers and the licensees. For example 1% improvement in the loss
levels over the bid level, will generate additional revenue of Rs. 90 Crore per annum, estimated at

current level of tariff and sales. This additional revenue will be shared equally between the
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consumers and licensee (i.e. Rs. 45 Crore each). This feature highly incentivises the licensees to over

achieve and exceed the loss reduction targetfs.

The Commission further opines that for the success of reform and restructuring and fo achieve the
viability of the Sector by FY 2006-07, it is essenfial fo exceed the AT&C loss reduction targets as

compared to minimum AT&C loss reduction targets stipulated in the Policy Directions.”

Considering the extent of planned investments and over-achievement in AT&C loss reduction
achieved by three DISCOMs during FY 2004-05, the Commission is of the opinion that there is an
ample potential for over-achievement in substantial AT&C loss reduction during the next two
financial years i.e. FY 2005-06 and FY 2006-07. Hence, the balance Regulatory Asset of Rs 358
343Crore can be amortised through efficiency gains and other measures during FY 2005-06 and FY
2006-07. Therefore, the Commission has retained the balance regulatory asset as determined in

Section 4.9 to be amortised in future years.

The Commission reiterates that the balance Regulatory Asset of Rs 343 Crore is to be amortised in
future years through a combination of several measures such as through the efficiency gains i.e.
over-achievement in AT&C losses, and inclusion of certain component of Regulatory Asset in future
years' ARR, (when the revenue gap for that particular year is not substantial). The Commission
further opines that as the determination of tariffs fill FY 2006-07 is bound by the Policy Directions
issued by GNCTD and hence the matters such as Regulatory Asset, created in order to avoid a
severe tariff shock to the consumers during the Policy Direction period, would have to be

amortisated during the tenure of the Policy Directions i.e. by 2006-07.

4.11 Balance revenue gap to be met through tariff increase

The balance revenue gap for each DISCOM and TRANSCO after adjusting for the trued up
Regulatory Asset and amortizing of partial Regulatory Asset through efficiency gains, has fo be met
through increase in fariffs. This effectively means that the Revenue Gap for FY 2004-05 based on
fruing up has been dealt with the mechanism of Regulatory Asset and Efficiency gains as discussed
in above sections and the revenue gap of Rs 320 Crore for FY 2005-06 is fo be met through increase
in tariffs. The average tariff increased required to meet the uncovered revenue gap of Rs 320 Crore
works out to around 6.6%. Further, in line with the principle of reduction in cross subsidy as per EA,
2003 the tariffs of all the categories cannot be increased by an average tariff increase of 6.6 %
required fo bridge the revenue gap. Thus the tariffs for subsidised category are to be increased in
higher proportion and for subsidising categories the tariff increase needs to be limited to account
for increase in average power purchase cost and escalation. By applying these principles, if the
tariff increase for subsidising categories i.e. Non-Domestic and Industrial is limited to around 4-5%,
the average tariff increase required for Domestic Category to meet the entire revenue gap works

out to around 109% which would result in tariff shock to domestic consumers appears to be
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reasonable considering the current level of cross subsidy and the ratio of average realisation to

average cost of supply.

The Commission had approached the GNCTD to ascertain whether the GNCTD intends to provide
any subsidy under section 65 of the Electricity Act, 2003 to specific consumer categories to
minimise the fariff impact for those categories. The Commission in its lefter asked GNCTD to provide
information fo the Commission, whether the GNCTD is considering grant of any subsidy to any
consumers or class of consumers in the tariff fo be determined by the Commission for FY 2005-06

and if so, specify the quantum of subsidy.

With reference to Commission’s letter, the GNCID vide ifts letter dated July 6, 2005 has

communicated as follows:

“It has been decided that Government shall not be extending any subsidy under Section 65 of the

Electricity Act, 2003 at present”.

Considering the above aspects, the Commission has increased the tariffs to meet the uncovered
revenue gap of Rs 320 Crore which results in an average tariff increase of around 6.6%.The details

of category-wise tariffs as approved by the Commission are discussed in Section é of the Order.
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5. Rationalisation of Tariff

As elaborated in earlier Sections, as per the Policy Directions, the retail tariff across the three
DISCOMs has to be uniform till the tenure of Policy Directions i.e. upto FY 2006-07. Therefore, the
Commission feels appropriate to discuss the tariff rationalisation suggestions proposed by all the
three DISCOMs (NDPL, BRPL and BYPL) and other stakeholders in this Section.

5.1 NDPL's Suggestions

NDPL, while suggesting measures for rationalisation of tariff has mentioned that the NDPL is making
the tariff rationalisation recommendations not with the objective of earning any extra revenue but
for making the commercial process simpler and consumer friendly. NDPL has requested the
Commission fo revise the tariff such that it is revenue neutral for the NDPL. NDPL has suggested that
a mid-term review of the ratfionalisation measures would be necessary to assess the revenue

neuftrality. The rationalisation measures proposed by NDPL have been summarised below:

5.1.1 Merging of MLHT, Non-Domestic (NDLT), SIP and LIP Consumer Categories

NDPL has suggested the merger of some of the existing categories viz., Non-Domestic (NDLT), MLHT,
SIP and LIP consumers, fo reduce the number of categories and to curb malpractices and
litigation. NDPL has pointed out that there is no rationale for charging differential tariff fo these
categories, as these consumers use electricity for the same purpose i.e. ‘business’ purposes. NDPL
has proposed that the category may be differentiated on the basis of voltage of supply, and unifs

of consumption.

5.1.2 kVAh based Tariff

NDPL has proposed kVAh billing for categories such as Non-Domestic, MLHT, SIP and LIP consumers
based on the kVAh readings recorded wherever electronic metering is done. NDPL has also
proposed an alternative that such consumers may be billed on kVAh basis at the tariff rate arrived
for kWh, by applying an average power factor of 0.85, fill such time as the electronic meters are
installed. NDPL has added that installation of electronic meters, which have facility to read the
kVAh readings, for all non-domestic and industrial category consumers, may be made mandatory

on the part of Licensees in a phased manner.

5.1.3 Higher the Consumption, lower the tariff rate

NDPL has proposed reduction in tariff as the consumption increases for MLHT, NDLT, SIP and LIP

(Business Category) consumers, on the rationale that the incremental cost incurred per unit
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reduces as the consumption increases. NDPL has added that this would also help in curbing the
mal-practice of multiple connections, or meter tampering to reduce the actual consumpfion.
NDPL is of the view that this move will encourage this category of consumers to opft for single point

delivery at higher voltages, resulting in reduction in the technical and commercial losses.

NDPL has stated that this proposal is in contradiction to the principle of telescopic tariff (higher
consumption, higher tariff) levied on domestic consumers. NDPL has reasoned that domestic and
agriculture categories are highly subsidized and their tariff is based on their paying capacity, and
does noft represent the cost of service. Further, the tariff rate for the domestic category is designed
to discourage increase in consumption, and the subsidy component gradually diminishes as one
consumes more units. Moreover, the increase in tariff at higher consumption is also aimed at
conservation of electricity, and to reduce the cross-subsidy burden on other industrial and

commercial consumers.

NDPL has submitted that the telescopic tariff principle is against the principles of cost to serve as
the fixed cost/unit component in the cost of service diminishes as units billed increases. NDPL has
requested the Commission to hence, consider moving away from this principle of telescopic tariff
for the Business Category consumers, who are heavily subsidising the Domestic Consumers. NDPL
has stated that the apprehension that such a move would work against energy conservation is not
correct as the Business Category would not prefer any unnecessary consumption just because of
marginal decrease in the tariff rate, as higher consumption would lead to increase in the total
electricity charges as both the demand and energy charges would be more. NDPL has reasoned
that unlike domestic consumers, commercial and indusfrial establishments tend to work on
commercial principles to conserve electricity in order fo reduce the cost of service/product, under
the present competitive markets. NDPL has added that the business category consumers plan their
consumption for uniform consumption pattern, such that the daily load curve of the Consumer is
flattened, resulting in lower peak demand requirements of the licensee and increased overall

system reliability.

5.1.4 Cost based service linked to voltage

NDPL has proposed that the tariff should be relatively lower at higher supply voltages, as the cost
of service and AT&C losses are observed to be lower at higher voltages. NDPL has added that
there is a necessity to eliminate the cross-subsidies and move towards cost based service linked to
voltage rating of the service, as the AT&C losses are directly related to the supply voltage. NDPL
has stated that the movement towards voltage linked tariff, irrespective of load of the consumer,
can be achieved by lowering the present tariff for consumption at higher voltages, which shall
discourage consumers from opting for LT connections particularly for loads higher than 50 kW or

any other ratings, as approved by the Hon'ble Commission from fime to time.
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5.1.5 Reduction of Slabs for Domestic Category

NDPL has proposed that the tariff slabs in the domestic category should be reduced to two slabs
for both energy charges and fixed charges in order to simplify the tariff structure and to reflect the
cost of service. NDPL has proposed that the energy charges could be levied in two slabs of 0-200
units per month and above 200 units per month. For levy of fixed charges, NDPL has proposed that
there should be only two slabs, viz., 0 — 5 kW to have same fixed charge/consumer/month and
above 5 kW on per kW basis as being done during the current tariff order, to compensate

reasonable proportion of the total fixed costs incurred by the Licensee.

NDPL has added that majority of the Domestic Consumers have sanctioned load of less than 2.0
kW, though their connected load is much more than 2.0 kW. NDPL has submitted that the present
slabs of fixed charges gives undue advantage fo the consumers who have not increased their
load to the actual connected load, while the Consumers of other billed load are paying the fixed

charges.

NDPL has submitted that the Licensee’ fixed charges incurred per consumer per month are much
more than the present charges, causing other domestic consumers of sanctioned load above 5.0
kW and consumers of other categories to cross-subsidize the consumers of sanctioned load lower

than 5.0 kW. NDPL has hence proposed the modification in the fixed charges as stated earlier.

5.1.6 HT Metering

NDPL has requested that HT metering on HVDS scheme should be made mandatory for consumers
at 11 kV and above, with dedicated transformer of required rating. NDPL has stated that
consumers on HVDS will benefit by availing the rebate on tariff at higher voltages, better voltage
and frequency profile and higher reliability of supply. NDPL has added that HVDS would reduce
line losses, load on distribution transformers, maintenance problems, improve voltage profile,

ensure stability of supply, and reduce the scope for power theft.

NDPL has added that in case of SIP consumers who would like to move to LIP, i.e., more than 100
kW, it should be made mandatory for such consumers to make the requisite space available to
DISCOM so that connection on HT metering can be provided to them. NDPL has stated that in
exceptional cases where the requisite space cannot be made available, DISCOMs may be
allowed to provide HT connection using Pole Mounted transformers but then the space for Pole

Mounted transformer and associated panels, etc. must be arranged by such consumers.
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5.1.7 Metering at primary side of transformer for those Consumers billed on SIP - LT Tariff

NDPL has submitted that metering on primary (HT) side of the transformer by the licensee should be
allowed for consumers who are billed on SIP - LT tariff, subject to compensation of the
transformation losses and demand/load losses in the transformer at the rate of 1% of total energy
input for copper wound fransformers and 2% of total energy input for aluminium wound

transformers.

5.1.8 Enhancement of Load of the Consumers based on the ACD

NDPL has proposed that the Sanctioned Load (SL) of the consumer should be deemed enhanced
in line with the dynamic Advance Consumption Deposit (ACD) and the enhanced SL should be
considered for computing the fixed charges of the consumers. NDPL has added that this will
facilitate the consumers to have enhanced or reduced SL reflecting their actual consumption and
ease the Licensee’s work on load enhancement/reduction activity, and consumers will also not be

subject to ‘Load Violation charges’.

NDPL has added that deemed sanctioned load from the biling database, which reflects the
actual demand of the consumer during every biling cycle, is more authentic and will enable a
more scientific load forecast. NDPL has added that proper load forecast is very important for the
Distribution Licensee for up-gradation of the network, for providing alternate feeds, and for

providing reliable and un-interrupted supply to all the consumers.

5.2 BRPL’s and BYPL's Suggestions

5.2.1 Fixed Charges

BRPL and BYPL have stated that either the Fixed Charge component of the two-part Tariff fixed by
the Commission for all consumer categories should be increased, or the Monthly Minimum Charges
should be infroduced. They have mentioned that the recovery from fixed charges works out to only
8% of the total expenses and there is still a significant gap between the fixed costs incurred and

recovery from fixed charges, which needs to be bridged.

5.2.2 Reduction of cross-subsidy

BRPL and BYPL has stated that the cross-subsidy should be reduced further to move towards tariffs
based on cost of service in line with the provisions of the EA 2003, by increasing the tariff for

subsidised categories.
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5.2.3 kVAh Billing for all consumers with Sanctioned Load above 10 kW

BRPL and BYPL have proposed that kVAh billing should be made applicable to all consumers with
sanctioned load above 10 kW, and have proposed that average power factor of 0.9 should be

considered for tariff determination for conversion from kWh to kVAh.

5.3 Commission’s Views

The Commission believes that tariff rationalisation is a dynamic process and it is essential that the
same is attempted based on the experience gained over the period of time. The Commission has
carefully examined the issues raised by the objectors and noted the different suggestions given by
the objectors vis-a-vis the tariff rationalisation measures introduced in previous Orders as well as on
the proposals made by the Licensees. While determining the tariff, the Commission has attempted
to balance the interests of the licensees and the consumers. The Commission in the following
Sections have discussed its views on various tariff rationalisation proposals made by DISCOMs
(NDPL, BRPL and BYPL) and the issues raised by stakeholders.

5.4 Commission’'s views on suggestions made by NDPL

5.4.1 Merging of Non-Domestic, MLHT, SIP and LIP Consumers

NDPL has suggested rationalisation of the consumer categories and the tariffs by merging some of
the existing categories, viz., Non-Domestic, MLHT, SIP, and LIP, thereby reducing the number of tariff
categories. The same suggestion had been given by NDPL in the earlier ARR Pefition and had been

addressed by the Commission in the Tariff Order. The Tariff Order stated,

“However, as per the existing category-wise tariffs, the difference in the tariff applicable for these
categories is substantial. The Commission is of the view that immediate merger of these categories
would result in substantial increase in the tariff for some categories or substantial reduction in tariff
for the others. The Commission is of the view that the tariff rationalisation process should not lead to
tariff shock for some of the consumers. Further, LIP consumers have provided space in their
premises for installation of transformers and need to be treated differently. Besides, merger of the
above categories may have many practical implementation issues. The Commission has, therefore
attempted to reduce the difference in the tariff between NDLT and MLHT and between SIP and LIP

categories and has not merged these categories.”

The Commission is of the view that the rationale given in the last Tariff Order is still valid, and it is not
practical fo merge these consumer categories. Further, the Commission does not agree with
NDPL's view that the purpose for which electricity is being used by these categories is the same i.e.

business. The purpose of use and the nature of consumption by the industrial category (SIP and LIP)
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is distinctly different from that of the commercial category (NDLT and MLHT). Further, Section 62 (3)
of the Electricity Act, 2003 states,

“The Appropriate Commission shall not, while determining the tariff under this Act, show undue
preference to any consumer of electricity but may differentiate according to the consumer's load
factor, power factor, voltage, total consumption of electricity during any specified period or the
time at which the supply is required or the geographical position of any area, the nature of supply

and the purpose for which the supply is required.”

In light of the above observations and provisions of the Electricity Act, 2003 the Commission does

not accept NDPL's proposal to merge the NDLT, MLHT, SIP and LIP categories.

5.4.2 kVAh based Tariff

NDPL has proposed kVAh billing for categories such as Non-Domestic, MLHT, SIP and LIP consumers

based on the kVAh readings recorded wherever electronic metering is done.

The Commission infroduced kVAh billing for LIP/MLHT vide its Order issued on January 1, 2001. In the
Order issued on June 26, 2003, the Commission had directed the NDPL to maintain data on the
average power factor, kWh, kVAh and kVARh consumption for consumers having electronic
meters. The Tariff Order for FY 2004-05 states,

“The Commission intends to gradually expand the coverage of consumers under kVAh billing as
kVAh based tariff takes care of power factor of the consumer and encourage efficient use of
electricity. Further, higher power factor eventually helps the system by lesser loading and reduction

in losses.

The Commission has specified the tariff for the SIP category on kWh as well as kVAh basis. However,
kVAh biling shall be applicable only to the consumers for whom the electronic meters are installed.

Till electronic meters are installed the kWh-based tariff only shall be applicable.”

The Commission also directed the Petitioner to complete installation of electronic meters for all the

consumers, except those, up to 10 kW being supplied on single phase of SIP/NDLT categories.

In this Order, the Commission has extended kVAh biling to NDLT category for consumers with
sanctioned load above 10 kW. Further, the Commission has specified the tariff for NDLT and SIP
category on kWh as well as kVAh basis. The Commission would like to specify that in NDLT and SIP
categories, for consumers with sanctioned load more than 10 kW, only kVAh tariff would be
applicable. However, in case where the meters capable of recording kVAh consumption have not
been installed for NDLT and SIP consumers with sanctioned load above 10 kW, the Commission
directs the Petitioner to install the meters capable of recording kVAh consumption within 60 days

from the date of issue of this Order. For the first 60 days from the date of issue of this Order, till the
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meters capable of recording kVAH are installed, the Power Factor of 0.87 shall be used for
converting kWh reading to kVAh reading for levying the kVAh based tariff. If the Pefitioner fails to
install the meters capable of recording kVAh consumption within 60 days from the date of issue of
this Order, the Commission shall inifiate proceedings in accordance with the Delhi Electricity
Regulatory Commission Comprehensive (Conduct of Business) Regulations, 2001 for non-

compliance.

In case of consumers with sanctioned load up to 10 kW in NDLT and SIP categories, only kWh tariff
shall be applicable and no power factor conversion factor will be used to convert the kWh to kVAh
and levy the kVAh tariff.

5.4.3 Higher the consumption, lower the tariff rate

NDPL has proposed that the tariff should be progressively lower as the consumption increases for
MLHT, NDLT, SIP and LIP consumers.

The Commission is of the view that electricity is a scarce resource and higher consumption should

not be encouraged by giving lower tariffs for higher consumption, for any category of consumer.

5.4.4 Cost based service linked to voltage

NDPL has proposed that the tariff for supply at higher voltages should be lowered. The Commission
is in agreement with this tariff philosophy and has initiated the process of differentiating between
consumers based on the voltage of supply, by specifying a lower tariff for consumers at higher
voltages. The difference in tariff based on supply voltage should ideally be based on the
difference in cost of supply at the respective voltages. However, in the absence of the requisite
data on the cost of supply at different voltages and in view of the issues related to cross-subsidy

discussed in para 5.3.10, the Commission has maintained the differential at the existing levels.

5.4.5 Reduction of Slabs for Domestic Category

NDPL has proposed that the tariff slabs in the domestic category should be reduced to two slabs
for both energy charges and fixed charges in order o simplify the tariff structure and to reflect the

cost of service.

In this context, there have been contrary objections from consumers with some supporting the
reduction in the number of slabs, while some others have said that the number of slabs should be
retained at the existing level, while some have suggested that the number of slabs should be

increased.
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There are currently 3 consumption slabs in domestic category, viz. 0 fo 200 units, 201 to 400 units,
and greater than 400 units per month. The Commission is of the view that a three slab structure on
a telescopic basis is appropriate for the domestic consumers. If the slabs are reduced, there may
be a tariff shock for a section of consumers, and if the slabs are increased, it will go against the

principles of tariff rationalisation.

The issue of fixed charges linked to sanctioned load has been addressed subsequently while

addressing the consumers’ objections regarding levy of fixed charges.

5.4.6 HT Metering

NDPL has requested that HT metering on HVDS scheme should be made mandatory for consumers
at 11 kV and above, with dedicated transformer of required rating. NDPL has added that in case
of SIP consumers who would like to move tfo LIP, i.e., more than 100 kW, it should be made
mandatory for such consumers to make the requisite space available to DISCOM so that

connection on HT metering can be provided to them.

The Commission would like to clarify that as per the existing tariff schedule, 15% rebate is
applicable for availing supply at 11 kV. Further, the issue of provision of space is confractual in
nature. As per the Conditions of Supply, in case of supply at HT, the space for the transformer will
be provided by the consumer while in case of supply at LT, the requisite space will be provided by

the Licensee.

The Commission would further like to point out that such issues are not integral to the ARR and Tariff
Petition of the Licensee and should not be brought up in the Petition for approval of ARR and Tariff.

The Commission will deal with such issues separately.

5.4.7 Metering at primary side of transformer for those Consumers billed on SIP - LT Tariff

NDPL has submitted that metering on primary (HT) side of the fransformer by the licensee should be

allowed for consumers who are billed on SIP - LT tariff.

The Commission does not find any merit in this suggestion, as this will result in a system of assessing
the consumption at LT level after deducting normative transformation losses to the meter reading
at HT side, as compared to the direct reading possible at the LT side. The Commission would like to
point out that if energy is being contracted at a particular voltage, metering of energy should also
take place at the same voltage. Such issues are confractual in nature between the Licensee and
the consumer. Since the consumer is a LT consumer, his consumption should be recorded at the LT

side only.
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5.4.8 Enhancement of Load of the Consumers based on the ACD

NDPL has proposed that the Sanctioned Load (SL) of the consumer should be deemed enhanced
in line with the dynamic Advance Consumption Deposit (ACD) and the enhanced SL should be

considered for computing the fixed charges of the consumers.

The Commission would like to point out that this issue is not related to the ARR of the Licensee.
Therefore, the Commission will not deal with this issue as part of this Order. The Commission will deal

with this issue while revising the Performance Standards (Metering and Billing) Regulations.

5.5 Commission’s views on the Suggestions by BRPL and BYPL

5.5.1 Fixed Charges

The BRPL and BYPL have suggested that the Fixed Charges should be increased to recover the
fixed cost and have requested the Commission to increase the Fixed Charges to levels prevalent in
the neighbouring States. Many objectors have argued that Fixed Charges should be abolished fill
uninterrupted supply is provided by the Licensee. Some of the objectors have stated that the Fixed
Charges should not be increased from the present level as the Commission has determined the
Fixed Charges considering all aspects. Some objectors as well as BRPL and BYPL have asked for the

reintfroduction of the Monthly Minimum Charges to replace the Fixed Charges.

The Commission has addressed these issues subsequently, while addressing the consumers’
objections on the issue of levy of fixed charges vs. minimum charges. However, the Commission
would like to highlight that the Distribution Companies have not attempted to make any proposal

for arriving at the fixed cost of supply in the ARR and Tariff Petition.

5.5.2 Reduction of cross-subsidy

BRPL and BYPL have stated that the cross-sulbbsidy should be reduced further to move towards tariffs
based on cost of service in line with the provisions of the EA 2003, by increasing the tariff for

subsidised categories.

In accordance with the EA 2003 and the policies prescribed from time to time, the Commission is
attempting to reduce the prevailing cross-subsidy by increasing the ftariff of the subsidised
categories in higher proportion as compared fo subsidising categories, so that the differential
between the ftariff for subsidised and subsidising categories is reduced. However, it must be
appreciated that cross-subsidy cannot be eliminated overnight. Cross-subsidy can be gradually
reduced over a period of time. Further, while eliminating cross-subsidy, the Commission also needs

to keep in mind the over-riding principle of avoidance of tariff shock to any consumer category.
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5.5.3 kVAh Billing for all consumers with Sanctioned Load above 10 kW

BRPL and BYPL have proposed that kVAh billing should be made applicable to all consumers with
sanctioned load above 10 kW, and have proposed that average power factor of 0.9 should be

considered for tariff determination for conversion from kWh to kVAh.

kVAh billing is currently applicable for LIP and MLHT category and for SIP category, where the
electronic meters have been installed. In this Order, the Commission has extended kVAh billing to
NDLT category for consumers with sanctioned load above 10 kW. Further, the applicability of kVAh
based ftariff has been deliberated in Section 5.3.2. The Commission does not agree with this
suggestion that kVAh billing should be made compulsory for all consumers having sanctioned load
above 10 kW, as it is likely that several consumers across different categories will get covered under
this dispensation, without being aware of the implications of kVAh biling. Consumers in industrial
and commercial categories are more capable of installing capacitors fo manage their reactive

energy consumption and lower their kVAh consumption.

5.6 Commission’s View on other tariff rationalization issues raised by the Objectors

In addition to above issues, the objectors in their written submissions as well as during the public
hearings raised several issues related to Tariff Rationalisation, which are discussed in Section 2 of the

Order. The Commission’s views on such issues are discussed in following Sections.

5.6.1 Definition of tariff shock

Some objectors have requested the Commission to define the term, ‘tariff shock’ and have
proposed that any tariff increase beyond wholesale price index which is ruling at around 5% to 6%
should be considered as Tariff Shock, or alternatively, any increase beyond the increase in cost of

input i.e. 2% to 3% be freated as a Tariff Shock.

The Commission appreciates the objectors’ concern regarding the usage of the term ‘tariff shock’
and the desire to define the term to avoid misinterpretation. However, the usage of the term is
relafive and it is very difficult to specify a single benchmark. For instance, even within the same
consumer category, what could be a tariff shock for some consumers need not be the same for
other consumers. Moreover, the Commission has to undertake a very fine balancing act as it has
the responsibility of ensuring that the Utilities are able to earn the justified revenue while at the
same time ensure that the interests of the consumers are also protected. The Commission also has
to ensure that the cross-subsidies are gradually reduced and eliminated in accordance with the
provisions of the EA 2003. For categories, where the difference between the average tariff and the
cost of supply is higher, the increase in tariff will have to be relatively higher than that for other

categories. As regards the suggestion that the Commission should approach the GNCITD for
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providing subsidy in case the tariff hike required is of a high magnitude, the Commission had taken
up the issue with the GNCTD and has considered the subsidy, being provided by the GNCTD, while

determining the tariffs.

5.6.2 Cross subsidy

Some objectors have pleaded for cross subsidy in the fariff structure with non-domestic consumers
subsidising domestic consumers. The Commission would like to point out that this practice is against
the spirit as well as provisions of the EA 2003. However, the time frame for reducing the cross-
subsidy will be decided by the Commission on the basis of various parameters. Further, while
eliminating cross-subsidy, the Commission also keeps in mind the over-riding principle of avoidance

of tariff shock to any consumer category.

5.6.3 Sharing of improved performance only with consumers in the DISCOM

Several objectors have submitted that the benefits or profits of NDPL's improved performance
should not be shared with consumers of other DISCOMs and should be passed on to consumers of

NDPL only in the form of lower tariffs.

The Commission has given its views on this issue in the Section 4 while discussing the Tariff

Philosophy.

5.6.4 PF of 0.87 considered for SIP

Some objectors have submitted that the tariff for SIP on 11 kV Single Delivery Point for Group
Consumers has been fixed based on the Power Factor of 0.85, though the PF has been considered
as 0.87 for SIP Category, which has led to increase in the bills, and hence this discrepancy should
be rectified. Some objectors have submitted that there is no provision for imposing a power factor

of 0.90 as the Electricity (Supply) Act, 1948 provides for a mandatory power factor of 0.85.

The Commission would like to bring to the notice of respondents that the Electricity (Supply) Act,
1948 specified a PF of 0.85 for supply from Board to Licensee and not for supply from Licensee to

consumers. Further, the Electricity (Supply) Act, 1948 has been repealed and is no longer relevant.

As per provisions of EA 2003 [Section 62(3)], the Commission while setting the ftariff for different
classes of consumers may differentiate according to the consumer’s load factor, voltage, power
factor, total consumption of electricity during any specified period or the time at which supply is
required or the geographical position of any area, the nature of supply and the purpose for which
the supply is required. Accordingly, the Commission had fixed tariff for different class of consumers.

Since low power factor at lower voltage (400 Volts) would result in higher voltage drop and T&D
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losses, and therefore, is more defrimental to the system, the Commission had used 0.87 power
factor for industrial consumers drawing power at 400 Volts and for industrial consumers drawing

power at 11kV, a power factor of 0.85 had been used.

Thus, it is clear that there was no discrepancy in the power factor used by the Commission for fixing
of tariff for SIP on 11 kV Single Delivery Point for Group Consumers and for SIP Category. The

Commission had used different power factor for different class of consumers consciously.

5.6.5 Concessional tariff for employees

Several objectors have submitted that the practice of supplying electricity on concessional rates to
the employees of the erstwhile DVB should be stopped as the burden of the same is passed on to
consumers. Some objectors have highlighted the wide disparity between per capita consumption
of the employees of the erstwhile DVB. The DVB Pensioners Association has submitted that the
number of units for concessional tariff for DVB retirees should be increased from 100 units to 300
units per month in case of S-I, 150 to 450 units per month for S-ll, and 200 to 600 units for S-lll. They
further submitted that the DISCOMs are charging fixed charges to DVB Employees and retirees
which is in violation of the conditions stipulated in the tri-partite agreement executed at the time of

privatisation.

In respect of the practice of supplying electricity on concessional rates to the employees of the
erstwhile DVB as well as increasing the number of units for concessional tariff for DVB retirees, the
Commission would like to bring tfo the nofice of the respondents that tariff for employees of the
erstwhile DVB as well as the number of units for concessional tariff to these employees is governed
by the Tripartite Agreement signed at the time of restructuring of erstwhile DVB and privatisation of

DISCOMs. The Commission would noft revisit these issues at this stage.

As regards the DISCOMSs charging fixed charges to DVB employees and refirees, the Commission is
examining this issue separately as a Petition has been filed to the Commission on this issue.
Therefore, the Commission is not addressing this issue here. Till such time the final view is taken on

the matter, the status quo shall be maintained.

As regards the low per capita consumption of the employees of the erstwhile DVB, the Commission
directs the Petitioner to conduct energy audit in case of those employees of the erstiwhile DVB
whose average consumption pattern is too low as compared to the average level of consumption
for domestic consumers. The Petitioner shall submit the report of such energy audit to the

Commission within three months of the issue of this Order.
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5.6.6 Fixed charges vs. Minimum Charges

Several objectors have submitted that fixed charges should be abolished and Minimum Charges
can be levied in its place. NDPL has objected to this suggestion and has supported the levy of
Fixed Charges. BRPL and BYPL have stated that the earlier level of Minimum Charges was higher
than the fixed charges specified by the Commission and the Utilities are not able to earn the fixed

revenue, and hence the minimum charges at a higher level should be reinfroduced.

Some objectors have stated that as the DISCOMs are not paying any fixed charges to GENCO,
PPCL and TRANSCO while purchasing electricity, the DISCOMs are not entitled o charge the same
from their consumers particularly under the situation where supply is inadequate to fulfil the

requisite demand.

At the outset, the Commission would like to clarify that the rationale for levying Fixed Charges is to
recover a part of the fixed cost of the ufility through Fixed Charges, so that at least a part of the

fixed cost is recovered, even if there is no consumption by the consumer.

The Commission had explained the importance of two-part Tariff and the reasons for introduction
of Fixed Charges for domestic category in the previous Orders. While doing so, the Commission
abolished the Monthly Minimum Charges (MMC), as it may lead to under-recovery of Fixed
Charge, in cases where the consumption exceeds certain minimum levels, as only energy charges
will be levied in such cases. Also, Utilities rarely record incremental revenue from MMC separately,

and hence it is difficult to project the revenue collected through fixed charges.

In view of the objections/suggestions received from the various stakeholders , the Commission has
again explored the various options for levying Fixed Charges for domestic consumers. The
Commission has considered options such as Fixed Charges per connection, Fixed Charges linked to
Consumption, Fixed Charges linked to sanctioned load in kW, etc. When a consumer is connected
to the system, the utility has to provide/allocate certain capacity of the distribution system to serve
the consumer. In addifion fo this, some expenses such as meter reading, billing, bill delivery,
maintenance etc. are fixed in nature and independent of energy consumption. Ideally, the Fixed
Charges levied on the consumer should reflect the cost of such capacity requirements of the

consumer after considering the fixed cost of such system and diversity of load in the system.
Section 45 (3) of EA 2003 also provides for the levy of fixed charges. This Section states that :
“(3) The charges for electricity supplied by a distribution licensee may include —

(a) a fixed charge in addition to the charge for actual electricity supplied;”

The Commission in its previous Tariff Order dated June 26, 2003 has infroduced Fixed Charges for
most of the categories to recover certain component of the fixed costs and has mentioned that

the Commission would like to move the tariffs linked to cost of supply. The Commission agrees that
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with the existing tariff structure, the recovery from fixed charges is very nominal as compared to the
fixed costs of the Licensees. The Commission has attempted to increase the recovery of fixed costs
of the utility from the Fixed Charges while determining the tariffs. The Commission is of the opinion
that the recovery from Fixed Charges has to be increased in a gradual manner to minimise the
biling impact fo the consumers. Further, the Commission is of the view that the entire fixed cost
should not be recovered through Fixed Charges as in such cases, there will be no incentive for the
utility fo provide electricity supply to the consumers as their entire fixed costs are recovered from
Fixed Charges. Considering this aspect, the recovery from Fixed Charges has fo be increased

gradually up to reasonable proportion of the fixed costs.

The Commission would like to point out that the recovery of fixed charges in Delhi is much less than
that in neighbouring States. The Commission would also like fo point out that if fixed charges are
removed, the energy charge would increase substantially as the loss in revenue that was being
earned by the Licensee by way of fixed charges would have to be compensated for by increasing
the energy charge. Therefore, whether only energy charge is levied or energy charge as well as

fixed charge is levied, the same ARR would have to be recovered from the consumers.

The Commission is of the opinion that the best method of levying Fixed Charges for domestic
consumer is on the basis of the sanctioned load, as other options do not representatively reflect
the cost of providing the capacity requirements of the consumer. After analysing all the options of
levying Fixed Charges to Domestic Consumers, the Commission has proposed to continue with the

existing methodology of levying fixed charges on a slab system based on sanctioned load.

5.6.7 HT Tariff

Some objectors have stated that the HT tariff should be made equivalent to the tariff for DMRC as

there are no T&D losses in case of HT metering.

The tariff for DMRC was determined on a separate basis and based on several considerations. It is
incorrect to draw parallels between the tariff for DMRC and that for other HT consumers. . Further,
the Commission has atfempted to reduce cross-subsidy, so that the differential between the tariff
for subsidised and sulbsidising categories is reduced, while keeping in mind the over-riding principle

of avoidance of tariff shock to any consumer category.

5.6.8 Clubbing of connections and conversion of SIP to LIP

Some objectors have stated that the Licensees are clubbing all the connections in the same
building with power connection of less than 100 kW each, on the pretext that different connections

are being used for the same purpose or being used in a unified premises resulting in the MDI of all
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meters being above 100 kW, and charge a higher tariff in addition to the past six months revision

info LIP category.

The practice of taking separate connections by the same consumer in the same building has been
debated a lot in the Commission’s previous Orders. The Commission is of the opinion that
loadsoads of separate connection in one premises, which are not intermixed, shall not be clubbed
for classification under LIP or MLHT if such connections are in the name of different entities having

separate MCD license and being used for different proposes.

Further, loads of separate connection in two distinct adjacent premises (with different addresses in
local body records), which are not intermixed, shall not be clubbed for classification under LIP or

MLHT even if such premises are being used by the same entity for the same purpose.

5.6.9 Tariff for community halls in Co-operative Group Housing Societies

Some objectors have submitted that the tariff for electricity used in the community hall should be
levied at rates applicable to domestic consumers, as these halls have been constructed on plots of
land leased out for this purpose by the Government to the concerned societies and these halls are
fused or community welfare, social, cultural, charitable and religious activities only. These halls are

not being put to any commercial use for monetary gains or income.

Commission would like to clarify that domestic tariff is levied to premises bonafidely used for
residential purposes. Since community halls are not being used for residential purpose, domestic

tariff cannot be extended to them.

5.6.10 Tariff for Co-operative Group Housing Societies

Several objectors have submitted that Co-operative Group Housing Societies who have paid for
the infrastructure including fransformer but avail supply at individual points rather than at 11 kV are
being discriminated against in comparison to other CGHS who avail supply at single point at 11 kV,
as the rebate of 15% is not being given. They have requested for a rebate of 25% to 30% on the
individual consumers’ bills fo account for the fact that the CGHS have invested in the
infrastructure. On the other hand, BRPL and BYPL are of the opinion that a 15% discount is too high,
and they are not in favour of giving 11 kV supply for such connections and would rather supply

individually.

Other objectors representing CGHS availing supply at 11 kV have stated that the rebate of 15% is
too less and it should be increased to atleast 30%. Some objectors have specifically stated that
there is justification of as these all CGHS have installed with 11 kV/0.4 kOO0 V fransformers and

distribution system within the society at their cost and are also maintaining them. They have also
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argued that there are no losses in such society so they are entitled for higher rebate. to provide at

least 30% rebate on all slabs for individual flats and the common services.

Some objectors have stated that, stair case lighting and stilts consumption should be charged by
applying domestic slab rates instead of highest slab rate. Some objectors have requested the
Commission to issue direction to Co-Operative Hosing Society o charge ifs constifuent consumers
as per the applicable tariff for various categories of consumers defined by the Commission in the

Tariff Schedule instead of charging tariff based on bulk consumer rate applicable for CGHS.

Some objectors have suggested that the transformers selected by DESU/DVB are oil cooled ones
and the same should be replaced to prevent the incidence similar to ‘Uphaar cinema’. These
objectors also suggested that the better solution is not to bring in 11 kV supply into any residential

complex.

The Commission has deliberated at length on this issue and is of the opinion that a 15% discount is
appropriate and represents the savings to the Utility on account of lower losses, savings in
metering, biling and collection expenses, and has hence continued with the rebate at this level.

This practice is prevalent in other States also.

As regards discrimination between CGHS availing supply at 11 kV and those availing supply
individually, the Commission is of the view that such consumers are similar fo any other domestic
consumer who have also paid 50% of the cost of transformer and system as development charges.
Transformer and distribution system is such societies form part of the Licensee's assets and are
maintained by the Licensee. 11kV CGHS consumers have paid full cost of transformers and

distribution system within the society and they also maintain the network within the society.

Thus, there is no discrimination between 11kV CGHS consumers and individual consumers in CGHS
400V consumers who have individual connectionsCGHS. The Commission feels that if there is any
society who has paid 100% costs of transformers and distribution system and is maintaining these by
itself but has individual connections by from Licensees, the same should be brought to the notice
of the Commission by such CGHS within two months of the issue of this Order for further directions in

the matter within two months of the issue of this Order.

As regards the increase in rebate, the Commission feels that 15% rebate is adequate fo
compensate for providing infrastructure and maintaining the same, billing costs, etc. and the
Commission does not find any merit in increasing it. In respect of tariffs for CGHS, the Commission
would like to bring to the notice of consumers that in the Order on ARR for July 2002 to March 2003
and FY 2003-04 and determination of Tariff dated June 26, 2003, the Commission had done a
sample working of the weighted average of tariff under different slabs considering 450 units of

average consumption for each member of the CGHS. The Commission had further indicated that
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a complex calculation methodology like weighted average of billing is not necessary and a much
simpler course of action would be to resort to biling by multiplying total energy consumption with
the single per unit charge. The Commission had also determined this single per unit charge. The
Commission would like to highlight that this was suggested for the convenience of biling to CGHS
consumers. The Commission has indicated in the tariff schedule of its Orders that billing would be as
per the energy charges applicable for the first 22.2% of consumption, next 22.2% of consumption,

next 44.4% of consumption and next 11.2% of consumption.

In line with the philosophy adopted in Order dated June 26, 2003, the Commission in its Order
dated June 9, 2004 has specified the single per unit charge for biling to CGHS considering an
average consumption level of 450 units of consumption for each member of the society. The
Commission has not changed the tariff philosophy and has specified the singe per unit charge
calculated on the basis of weighted average at 44.4% of consumption for first slab, next 44.4% of
consumption for the second slab and next 11.2% of consumption for the highest slab in the Tariff
Schedule for the convenience of biling to CGHS consumers. The Commission has noted that this
has led to misunderstandings in biling fo CGHS and hence the Commission in this Order has
indicated in the tariff schedule that billing would be as per the energy charges applicable for the

first 44.4% of consumption, next 44.4% of consumption and next 11.2% of consumption.

As regard to the issue of applicability of highest slab rate to stair case lighting and stilt consumption
in case of CGHS, the Commission would like to clarify that as the weighted average single rate per
unit charge for CGHS has been worked out considering an average consumption level of 450 units
of consumption for each member of the society. The additional consumption of stair case lighting
and stilt consumption is over and above the average 450 units per member and hence falls in the
higher slab of domestic category i.e. more than 400 units per month. Therefore, the tariff
applicable for the staircase lighting and stilt consumption shall be the rate applicable for highest

slab of domestic category i.e. 400 units per month.

In respect of oil cooled tfransformers, the Commission opines that the transformers are owned by
the CGHS. Hence, the decision to change relocate or change these transformers to dry type rests
with the CGHS themselves. The CGHS may change the fransformers whenever they like to the type
they wish. However, the Commission would like to clarify that Rule é4 (2)(e)(iv) (as amended in
2000) of Indian Electricity Rules 1956 provide that only dry type transformers shall be used for
installation inside any residential/commercial buildings. The Commission, therefore, directs the
petitioner that to provide the details of oil filled oil cooled transformers installed by them in
residential/commercial buildings.take up the case of other Housing Societies which do not avail
supply as CGHS. The DISCOMs shall provide details of the oil cooled transformers existing as on

date in other Housing Societies to enable the Commission to take a view on their replacement.
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5.6.11 Railway Tariff

Northern Railway has requested the Commission to consider granting specific relief by way of
reduction in existing Tariff by considering cost of purchase from Central Agencies like NTPC. It has
suggested that no element of cross subsidy be loaded in traction tariff considering cascading
effect it has on passenger fare and freight. It has also suggested that for the purpose of KVAh
based tariff, average power factor level of 0.90 instead of 0.85 should not be accepted. It has
submitted that service tax should not be passed on to a public Utility like Railways and Railways
should be exempted from the payment of penalty charges on over drawal considering the unique

nature of fraction load.

The Commission acknowledges the service provided by the Railways to the nation and the
importance of electricity tariff in the functioning of the Railways. The Commission would like to
point out that in accordance with the EA 2003 and the policies prescribed from time to time, the
Commission is attempting to reduce the prevailing cross-subsidy by increasing the tariff for
subsidised categories in higher proportion as compared to subsidising categories, so that the
differential between the tariff for subsidised and subsidising categories is reduced. However, it must
be appreciated that cross-subsidy cannot be eliminated overnight. Cross-subsidy will be gradually
reduced over a period of time. Further, while eliminating cross-subsidy, the Commission also needs

to keep in mind the over-riding principle of avoidance of tariff shock to any consumer category.

The Commission suggests that the Railways should install adequate capacitors to achieve a power
factor of unity. In view of the kVAh based tariff being paid by the Railways, the cost of these

capacitors will be recovered in a short span of time.

The Commission has also examined the request of the Railways to exempt them from the payment
of penalty charges on over drawal considering the unique nature of traction load. In the Order
dated June 9, 2004, the Commission has specified that where the MDI reading exceeds confract
demand, a surcharge of 30% shall be levied on the demand charges corresponding fo excess
demand for such billing cycle. The Commission would like to point out that such a surcharge is
necessary for all consumers as the Utilities have to plan in advance to cater to the load of the
consumers including the Railways. In case of over drawl of electricity by any consumer, the Ufility

has to arrange for additional power from costlier sources fo meet the demand of the consumer.

5.6.12 Stair case lighting for consumers other than CGHS

The Commission has received complaints on various occasions in respect of metering and billing
for staircase lighting as well as lighting of common facilities in case of consumers who do not fall
under the CGHS category. The Commission suggests that the DISCOMs come up with a proposal

on issues related to metering and billing of staircase lighting and common services, if any, in
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consultation with the residents. In case no mutual settlement is reached between the DISCOMs
and the residents within six months from the date of issue of this Order, the DISCOMs shall be free to

disconnect supply to such common facilities.

5.6.13 Enhancing the Limit for SIP from 100 kW to 200 kW

Some stakeholders have requested the Commission to raise the limit for classification under SIP category from
100 kW to 200 kW. The Commission had directed the DISCOMs to submit a Base Paper on this issue after the last
Tariff Order.

The Commission has already expressed its view that it wishes fo gradually move the tariffs towards
cost of supply. The Commission is of the view that there are specific reasons for maintaining the limit
for classification under SIP category at the existing level of 100 kW. The economic principle requires
that consumers be differenfiated based on the cost of serving them. Since the cost of serving a
consumer depends upon, inter-alia, the voltage at which supply is taken by the consumer, the
Commission feels that differentiating consumers based on load alone is not correct. Prima facie,
the consumers should be classified on the basis of the voltage of supply. Besides, there has to be
differentiation between SIP and LIP consumers as LIP consumers provide space for transformers and
hence qualify for the differential treatment. Hence, the Commission is of the view that the present

system of limiting the load for classification of SIP consumers upto 100 kW should continue.

5.6.14 Separate Category for Hospitals

Some objectors have stated that private hospitals should not be charged at commercial rates,

and should be charged at domestic rates.

As per the existing tariff schedule, the Government Hospitals are charged the tariffs applicable to
Domestic Category and the Private Hospitals/Nursing Homes are charged the tariffs applicable to
Non-Domestic Category. The Commission would like to continue with the existing mechanism, as

the Private Hospitals are primarily commercial establishments.

Concessional Tariff for Senior Citizens

The Commission is of the opinion that it is not practical to have a separate category with lower
tariffs for senior citizens, considering the difficulties in implementation and ensuring that the

connection is being used by senior citizens only.

5.6.15 Bulk Supply Connection for CGHS

Several objectors have objected to the discontinuance of the practice of giving single point

delivery (SPD) connections to CGHS.
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This issue was raised last time tooduring ARR and Tariff Petition for FY 2004-05 and the Commission
had directed the DISCOMs to undertake certain steps to mitigate the hardship to the consumers.
The Commission had also referred the matter to the Ministry of Power, Government of India vide its
letter dated February 20, 2004 and requested the Government to convey its views fo the

Commission on the matter of ‘provision of SPD connections fo CGHS'.

The Commission would like to bring to the notice of the DISCOMs as well as consumers that the
Electricity (Removal of Difficulties) (Eighth) Order 2005 of the Ministry of Power dated June 9, 2005
mandates a distribution licensee to supply electricity for residential purposes on an applicatfion by
a CGHS which owns the premises at a single point for making electricity available to the members
of such Society residing in the same premises on such terms and conditions as may be specified by
the State Commission. Therefore, the DISCOMs shall provide SDP connections to CGHS upon such
an application for supply of electricity by a CGHS. The terms and conditions of such supply will be
determined by the Commission in the Supply Code. Till such times norms followed by erstwhile DVB

for such connections shall be followed by the distribution licensee.

5.6.16 Time of Day Tariff

In the previous Orders, the Commission has favoured the infroduction of Time of Day (ToD) tariff.
Several objectors have also supported introduction of ToD tariffs. However, the Commission is
unable to intfroduce ToD tariffs in the absence of reliable data on the consumption pattern, and
consequent gap in assessment of revenue and billing impact. The Commission directs the DISCOMs
to provide data on the category-wise load curve and ToD consumption data wherever ToD meters
have been installed. The Commission after obtaining the required data will publish a discussion
paper on installation of ToD tariffs for industrial consumers for debating the same so that it can be

infroduced in a phased manner.

5.6.17 Late Payment Surcharge

Many stakeholders have contested the high rates of late payment surcharge (LPSC) being levied,
particularly when interest rates have drastically come down and are expected to go down further

in future.

The Commission is of the view that the payments of dues for electricity already consumed by the
consumer must be prompt and within the due date. The Commission is of the view that the
purpose of late payment surcharge is fo act as a detferrent to consumers who delay payment of
their bills. Hence, the Commission has decided fo refain the Late Payment Surcharge at the
existing rate of 1.5% per month. The Commission would like to add that the revenue collected on
account of this surcharge is reflected as part of Non Tariff Income in the ARR and hence the

DISCOMs do not gain additional revenue from Late Payment Surcharge.
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6. Revenue Gap and Tariff Design

6.1 Introduction

The Policy Directions issued by the GNCTD mandate that the retail tariff for the three distribution
licensees shall be identical till the end of FY 2006-07, i.e., consumers of a particular category shall
pay the same retail tariff irespective of their geographical location. As a result of this requirement
of uniform retail tariff across all the DISCOMs, the process for determination of tariff for the DISCOMs
in Delhi and its approval by the Commission differs somewhat from the conventional methodology
being followed in other States. Unlike the conventional system where a utility files its ARR and tariff
proposal for a particular period and proposes tariffs to bridge any projected revenue gap at
existing tariffs, the DISCOMs in Delhi submit only their respective ARR proposals, leaving the tariff

determination to the Commission.

As discussed in earlier Sections, the total sector revenue gap for FY 2005-06 as estimated by the
Commission after considering the Government support of Rs. 138 Crore as loan to TRANSCO, works
out fo Rs. 320 Crore. The freatment of Revenue Gap for FY 2004-05 based on fruing up has been
discussed in Section 4 of the Order. The net revenue gap to be bridged by increase in tariff works
out to Rs 320 Crore. This Section focuses on the extent of tariff increase that will be required for
bridging the revenue gap. The approved retail tariffs, as discussed in this Section, have been

computed so as to recover Rs. 320 Crore of revenue gap from various categories.

6.2 Inputs for Tariff Design

Following are the major inputs having bearing on tariff designing and the same are briefly

discussed:

Cost of service
Cross-subsidisation in tariff structure
Consumer-mix and demand forecast

AT&C losses

6.2.1 Cost of service

In assigning the revenue requirement, a suitable allocation of revenue requirement is made to
various sectors of services, viz. generation cost, transmission cost and the distribution cost. The
relative burden of constituent consumer categories is assessed and on the basis of cost imposed
on the system, it is decided as to how much share is due to which category of consumers.
Although, it shall be equitable to have the embedded cost in designing the tariff for different
consumer categories as briefly explained above, it calls for a detailed database of allocated
costs. Such allocations in the determination of embedded cost is done on the basis of following

factors:
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Voltage of supply;
Power factor;

Load factor;

Time of use of electricity;

Quantity of electricity consumed, etc.

6.2.2 Cross-subsidisation in tariff structure

The Electricity Act, 2003 provides for reduction of cross subsidies by moving the category wise tariffs
tfowards cost of supply, and the Commission also recognises the need for elimination of cross
subsidisation. However, it is equally incumbent on the Commission to keep in mind the historical
perspective for the need to continue with cross-subsidy for some time. It must be noted that
substantial burden is being borne by the Government during the fransition phase from FY 2002-03
to FY 2005-06.

In accordance with the EA 2003 and the policies prescribed from time to time, the Commission has
attempted to reduce the prevailing cross-subsidy by increasing the tariff for subsidised categories
in higher proportion as compared to subsidising categories, so that the differential between the

tariff for subsidised and subsidising categories is reduced.

6.2.3 Consumer-mix and demand forecast

6.2.3.1 Petitioner’s submission

For FY 2004-05, the Petitioner, in its Petition, had estimated the category wise sales considering the
actual sales during the 6-month period from April 2004 to September 2004 and estimating the sales
for balance 6 months on the assumption that the inherent category wise growth or decline in the

first 6 months is carried forward at the same rate in the subsequent months.

For FY 2005-06, the Petitioner has considered growth rates of 13.3%, 7.3% and 1% for domestic, non-
domestic and industrial categories, respectively. In case of the industrial category, the Petitioner
has submitted that it has not assumed growth in sales to this category considering the movement
of industries out of Delhi on account of the stringent environmental norms specified by the
Supreme Court. The Petitioner has added that in accordance with the Supreme Court’s Orders, the
Peftitioner is obliged to disconnect industries in non-conforming areas. This confributes to the
already lowering/negative growth rates of sales to this category. The Petitioner has added that
sales to the industrial category increased by 11.3% during FY 2004-05. The Petitioner has reasoned
that this growth is a one time correction, mainly on account of the improved biling efficiency,
meter replacement and identification of misuse and conversion of such consumers from domestic/

non domestic to industrial category.

The Petitioner has considered growth rate of 62% on its sale o DMRC based on specific request of
load enhancement from DMRC as new routes are being started by DMRC. No growth, however,

has been considered for other categories.
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6.2.3.2 Commission’s Analysis

The Commission obtained the details of actual category-wise sales for FY 2004-05 and has

considered the same for determining the revenues from sales for this period.

For FY 2005-06, the Commission has forecasted the category-wise demand for consumers of all the
DISCOMs considering past frend of growth rates and the actual sales during FY 2004-05. For this
purpose, the Commission has undertaken a detfailed analysis of the sales projected by the
DISCOMs. The Commiission has examined the year-on-year variations in category-wise sales as well
as the short term and long term frends in sales and has computed the short term (3 years), medium
term (6 years) and long term (9 years) CAGR. The Commission has also taken into account the
submissions made by the DISCOMs in respect of the sales projected for the different categories.
This total demand forecast for all the DISCOMs has then been allocated to each DISCOM in

proportion to its share in the fotal actual sales for each category in FY 2004-05.

The Commission has accepted the sales to DMRC as proposed by the Petitioner. Further, following
a detailed analysis of the frend in sales to industrial consumers in Delhi, the Commission has

approved sales to this category of consumers at 5% over the sales during FY 2004-05.

A summary of the sales submitted by the Petitioner and that considered by the Commission is given
in Table 6.1.

Table:6.1 Summary of category-wise sales (in MU) for FY 2004-05 and FY 2005-06

FY 2004-05 FY 2005-06
Category Order Petition Actual | Commission | Petition | Commission

Domestic 1640 1658 1543 1543 1880 1637
Non-Domestic 716 653 687 687 701 732
Industrial 747 955 1188 1188 962.88 1247
Public Lighting 47 63 74 74 68.01 57
Agriculture 31 9 24 24 9.01 25
Railway Traction 48 48 55 55 52.45 58
DMRC 18 40 39 39 65.44 65
Others 73 24 57 57 24.4 24
Total 3319 3451 3667 3667 3762 3846

6.2.4 AT&C Losses

The concept of AT&C loss and its implications on determination of tariff, freatment of over
achievement and under achievement has been discussed in detail in Section 4 on Tariff

Philosophy.
6.2.4.1 Petitioner’s submission

During the course of fechnical validation sessions and discussions with the Commission, the
Commiission directed the Petitioner to submit actual AT&C loss for FY 2004-05. In the subsequent
submissions, the Petitioner submitted that it has over achieved the AT&C loss tfarget and the actual
AT&C loss for FY 2004-05 is 33.79% as against the bid level of 40.85%. The Petitioner also furnished the
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reconciliation of income realised with books of accounts in support of the computation of AT&C

loss.
6.2.4.2 Commission’s Analysis

The Commission has reviewed and assessed the details of actual AT&C loss for FY 2004-05
submitted by the Petitioner, which stood at 33.79%. The Commission has considered this loss level
for FY 2004-05. The Commission commends the Petitioner on the over achievement in reduction of
AT&C loss. The over achievement in loss reduction by the Petitioner demonstrates the commitment
of the Petitioner towards power sector reforms in Delhi. The Pefitioner has also set an example for
other distribution ufilities across the country. The Commission is aware that the significant over
achievement in loss reduction achieved by the Petitioner is a culmination of its efforts in different
areas like improvement of the system, curbing of theft, improvement in metering and billing, etc.
This over achievement also enftails vigorous efforts by the employees of the Petitioner. The
Commission hopes that the Petitioner would continue its efforts towards reduction in AT&C losses

and the frend of over achievement will be seen in the following years as well.

The treatment of over achievement/under achievement of AT&C loss target has been dealt in the
Section 4 on Tariff Philosophy. The Commission while estimating the ARR of the Petitioner for FY
2004-05 has duly considered the overachievement in reduction of AT&C loss by the Petitioner.
Since the actual AT&C loss of the Petitioner is better than bid level as well as the minimum AT&C
loss reduction level stipulated by the Government for the Petitioner for FY 2004-05, the Petitioner will
be allowed to retain 50% of the additional revenue resulting from ifs performance. The balance
50% of additional revenue from such better performance will be passed on to consumers by
including it for the purpose of tariff fixation. The treatment of the overachievement in AT&C loss

reduction in FY 2004-05 by the Petitioner is explained in Table 6.2.

Table:6.2 Treatment of overachievement in AT&C loss reduction by the Petitioner during FY 2004-05

Bid Level | Min Level Actual
A. AT&C Loss (%) 40.85% 37.10% 33.79%
B. Over/Under Achievement 7.06% 3.31%
C. Energy Input (MU) 5549 5549 5549
D. Units Redlised (MU) 3283 3491 3674
E. Average Rate (Rs.) 4.06 4.06 4.06
F. Amount Redlised (Rs Cr) 1333.3 (X)| 1417.8 (Y) 1492.3 (Z)
G. Total benefit on account of over achievement (Rs Cr) 159.1
[Z-X] )
H. Benefit on account of overachievement beyond the 745
minimum AT&C loss reduction level (Rs Cr) [Z-Y] )
I. Benefit on account of over achievement from minimum 84.6
AT&C loss reduction level and bid level (Rs. Cr.) [G-H] )
J. Benefits to be shared with consumers (Rs Cr.) 121.8
[Hx0.5+1] )
K. Benefits to be retained by the DISCOM (Rs Cr)
H x 0.5] 37.25
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For FY 2005-06, the Commission has considered the committed AT&C loss of 35.35%. Summary of

the Petitioner’s submission and approval by the Commission is given in Table 6.3 .

Table:6.3 AT&C loss for FY 2004-05 and FY 2005-06

- FY 2004-05 FY 2005-06
Description Order Petition | Actual | Commission | Petition | Commission
Energy Input (MU) 5392 5527.5 5549 5549 5532 5655
Units Billed (MU) 3319 3451 3667 3667 3762 3846
Units Realised (MU) 3189 3268 3674 3674 3577 3657
AT&C Loss (MU) 2202 2,259 1,875 1,875 1,956 1999
AT&C Loss (%) 40.85% | 40.87% | 33.79% 33.79% 35.37% 35.35%

6.3 Revenue gap at existing tariff

6.3.1 Revenue from existing tariff

Revenue from existing tariff is required to be estimated to assess whether the annual revenue
requirement is met with the existing tariff at the approved sales. If a revenue gap exists, the same
needs to be bridged by means such as tariff increase, support from the Government by way of
loan, grant, subsidy etc or by creation of a Regulatory Asset. The Commission has obtained the

details of actual revenues, billed and collected, during FY 2004-05.

For FY 2005-06, the Commission has computed the revenue at the existing tariff from the estimated
sales figures (Table 6.1) In line with past practice, the revenue from maintenance of streetlights has

been considered as other income.

The revenues estimated by the Petitioner and those considered by the Commission are given in
Table 6.4.

Table 6.4 Revenue of the Petitioner

. FY 2004-05 FY 2005-04

Particulars Petition Commission Petition Commission
Revenue Realized 1296 1490 1432 1510
Benefit of
Over.och|evemen’r 159.1
considered
separately
Revenue of 1 1996 1331 1432 1510
Petitioner

6.3.2 Power Purchase Cost of the Petitioner at existing BST

Table 6.5 provides the Power Purchase cost as proposed by the Petitioner and as considered by

the Commission at the existing Bulk Supply Tariff.
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Table:6.5 Power purchase cost at existing BST

Description FY 2004-05 FY 2005-06
Petition Actual Commission Petition Commission
Energy Input (MU) 5527.5 5549 5549 5532 5655
Power Purchase
Cost* at existing BST 1100.1 1104.7 1104.7 1170.4 1196.4
(Rs. Crore)

*At 157.54 paise/unit for the period Apr-Jun 2004 and at 211.56 paise/unit thereafter.

6.3.3 Revenue gap of the petitioner

The revenue gap at existing retail supply tariffs and existing bulk supply tariff has been computed

as given in Table 6.6.

The Revenue Gap for FY 2004-05 and FY 2005-06 has been estimated by the Commission as Rs. 205

Crore and Rs. 98 Crore, respectively.

Table:6.6 Revenue gap at existing tariffs (Rs. Crore)

-— FY 2004-05 FY 2005-06

Description Petition Commission Petition Commission
Expenses excluding
Power Purchase
Cost(A)* 430 379 409 345
Return (B)* 95 77 113 92.35
Norl—Tonff Income 19 298 16 23.0
(C)
Revenue
Requirement (A+B- 506 434 506 415
C) excl. Power
Purchase Cost
Revenue reglfgs 1296 1331 1432 1510
at existing Tariffs
Power Purchase
cost at existing BST 1100.1 1104.7 1170.4 1196.4
Revenue Gap 309 208 244 101

*Refer Table 3.23

6.3.4 Contribution of additional revenues by revision of retail tariff

The Commission has determined the retail tariff keeping in view the overall sector revenue gap.

6.4 Previous revision of Tariff

The previous revision of retail supply tariff ook place in 2004, when the Commission issued the Tariff

Order for NDPL on June 9, 2004 and the revised tariff was made applicable from June 16, 2004.
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6.5 Tariff Design

6.6 Domestic Tariff

6.6.1 Consumer profile

Domestic tariff is applicable for the lighting/fan and power consumption of residential consumers,
hostels of recognised/aided educational institutions and staircase lighting in residential flats,
compound lighting, lifts and water pumps or drinking water supply and fire fighting equipment, etc.
in Cooperative Group Housing Societies (CGHS), bonafide domestic use in farm houses, etc. This

category consumes approximately 50.5 % of the fotal billed units.

The Commission has designed the tariff structure for domestic consumers keeping in view the

following factors:

6.6.2 Two part tariff

The Commission in its Tariff Order dated June 26, 2003 infroduced two part tariff for domestic
consumers, i.e., fixed charges and energy charges and abolished minimum charges and meter
rent. The fixed charge in two-part tariff represents the fixed component of charges, which is
independent of consumption level and depends on the fixed cost incurred by the Ufility in
supplying electricity. The Commission has received several suggestions on the levy of fixed charges
from the Petitioners as well as respondents. The suggestions made by various stakeholders on this
issue and the Commission’s views on this issue have been elaborated in the Section 5 on Tariff

Rationalisation.

The Commission has explored the following options for levy of fixed charges to domestic

consumers:

Per connection per month
Per kW of Sanctioned Load per month
Fixed Charges linked to consumption

Slab system based on sanctioned load

After analysis of the various options and considering the views expressed by the stakeholders, the
Commission has proposed to contfinue with the existing methodology of levying fixed charges on a
slab system based on sanctioned load till the sanctioned load of 5 kW and for the sanctioned load
above 5 kW the fixed charges shall be applicable in Rs/kW terms. In line with the principle of
gradually increasing the recovery from Fixed Charges, the Commission has marginally increased

the fixed charges for Domestic Category.
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6.6.3 JJ Clusters

The Commission has separately dealt with the tariff for J J Clusters while processing the Petition filed
by DISCOMs in the matter of “Waiver of Development Charges for JJ Clusters” and issued the
Order on March 26, 2004. In this Order, the Commission has approved the tariff for J J Clusters and
has mentioned that “in addition to the cost borne by the consumer for the infrastructure, for the
energy consumed, every consumer will pay Rs. 175.00 per month. The Commission considering the
fact that these consumers belong to economically weaker sections of the society has decided not
to increase the tariff and has retained the tariff at Rs. 175.00 per month. The Commission believes
that this will result in several benefits to the system such as these consumers will become part of
network which will avoid unpredictable overloading of system. This will also increase the revenue

substantially which otherwise would have to be borne by other consumers”.

For FY 2005-06 also, the tariff for JJ clusters has not been increased by the Commission.

6.6.4 Domestic lighting/fan & power on 11 kV single delivery point for CGHS and other similar
Group Housing Complexes
In respect of tariffs for CGHS, the Commission would like o bring fo the notice of consumers that
in the Order on ARR for July 2002 to March 2003 and FY 2003-04 and determination of Tariff dated
June 26, 2003, the Commission has indicated in the tariff schedule of its Orders that billing would be
as per the energy charges applicable for the first 22.2% of consumption, next 22.2% of
consumption, next 44.4% of consumption and next 11.2% of consumption. The Commission had
calculated the weighted average of tariff under different slabs considering 450 units of average
consumption for each member of the CGHS. The Commission had further indicated that a
complex calculation methodology like weighted average of billing is not necessary and a much
simpler course of action would be to resort to biling by multiplying total energy consumption with
the single per unit charge. The Commission had also determined this single per unit charge. The
Commission would like to highlight that this was suggested for the convenience of biling to CGHS

consumers.

In line with the philosophy adopted in Order dated June 26, 2003, the Commission in its Order
dated June 9, 2004 has specified the single per unit charge for biling to CGHS considering an
average consumption level of 450 units of consumption for each member of the society. The
Commission has not changed the tariff philosophy and has specified the singe per unit charge
calculated on the basis of weighted average at 44.4% of consumption for first slab, next 44.4% of
consumption for the second slab and next 11.2% of consumption for the highest slab in the Tariff
Schedule for the convenience of biling to CGHS consumers. The Commission has noted that this
has led to misunderstandings in billing to CGHS consumers and hence the Commission in this Order
has indicated in the tariff schedule that instead of a single per unit charge, billing would be as per
the energy charges specified for the first 44.4% of consumption, next 44.4% of consumption and

subsequent 11.2% of consumption.
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In respect of the tariff charged by a CGHS fo its constituent consumers, the Commission would like
to point out that the tariff charged by a CGHS fo its constituent members shall be mutually

determined by the CGHS and its constituent consumers.

6.6.5 Domestic Lighting/Fan and power connections in unelectrified left out Pockets and Villages

The tariff for domestic connections in unelectrified left out pockets and villages is applicable on the
basis of plot size. The Commission has assigned energy consumption levels to different categories.
Accordingly, it has been presumed that the consumption level of consumers occupying plots of
size 0-50, 51-100, 101-150, and 151-200 square yards would be 100, 150, 200 and 250 units
respectively. The lump sum rates payable in each month have been determined by applying the

domestic category rates to these consumption levels.

Although the Commission has approved new rates of tariff for this category, Commission expects
that the meters will be installed on connections in unelectrified left out pockets and villages once
these areas are electrified under the proposed Capital Expenditure Plan. When all such consumers
have been metered, this category would be abolished and the metered fariff shall be made

applicable for these consumers.

6.6.6 Increase in Tariffs

The Commission, in line with the principles of gradual reduction in cross-subsidy, has increased the
tariffs of domestic category in higher proportion as compared to the increase in tariff for subsidising
categories. The average tariff increase for domestic category for meeting the entire revenue gap

works out to around 10%.

6.6.7 Approved Tariff

The existing tariff and the approved tariff for domestic category are indicated in Table 6.7.

Table:6.7 Existing and Proposed Tariffs for Domestic Category
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Sub-category Existing Tariff Approved Tariff
. Fixed Energy
Load Fixed Consumptio Energy Charges Consumpti Charges
Charges . Charges Load . .
Sub-category (kW) n Units/ . (Rs./ on Units/ (paise/
(Rs./ month (paise/k (kW) month) month kWh)
/month) ‘Wh)
Rs./ Rs./
Month month
1.1) JJ Cluster Rs. 175 Rs. 175
iﬁ? P’g\‘,’;:res?gmg%;ghggﬁ/v i ary“ Upto2 20 0-200 220 Up to2 2 0-200 240
Point and Separate Delivery >2-5 50 201-400 360 >2-5 60 201-400 390
. Above 5 10/kW Above 400 410 Above 5 12/kW Above 400 460
Points/Meters)
1.3) Domestic Lighting /Fan 257.8 First 44.4% 240
. Next 44.4% 390
anq Power ~on 11 kV single For Entire (303.3 Next 11.2% 460
el i o CGHS O | Comumpin | ¥0 1% 2wy 12
rebate) rebate on
complexes
Energy
Charge))
1.4) Domestic Lighting/Fan
and Power Connections in Rs./ Rs./
Regularised/ Unauthorised month Month
Colonies, Left Out Pockets and
Villages both Electrified and
Unelectrified.
Plot sizes:
i) up to 50 Sq. yds. ) ) Rs. 240 B B Rs. 264
ii) between 51-100 Sq. yds. Rs. 350 Rs. 384
iii) between 101-150 Sq. yds. Rs. 460 Rs. 504
iv) between 151-200 Sq. yds. Rs. 640 Rs. 699
v) more than 200 Sq. yds. only Same as Same as
through installation of meters 1.2 1.2
by DVB

The Commission has protected the interests of economically weaker sections by not increasing the
tariff of JJ clusters. The tariffs for domestic category have been increased in such a manner that at
the average domestic consumption of 200 units per month, the impact of increase in billing is only
9.57 %. The overall increase in biling impact for domestic category has been contained around
10%.

6.7 Non-Domestic Tariff

Non-domestic category of consumers comprises two sub-categories, viz., Non-domestic Low
Tension (NDLT) with load upto 100 kW and Mixed Load High Tension (MLHT) with load more than 100
kW.

6.7.1 Non-Domestic Low Tension (NDLT)
6.7.1.1 Consumer profile

This category covers LT non-domestic consumers having connected load upto 100 kW (other than
the industrial load) for lighting, fan & heating/cooling power appliances. This category also

includes, but is not limited to, schools/colleges, hospitals, railways (other than traction), hotels &
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restaurants, cinemas, banks, shops, pouliry farms, horticulture, etc. This category consumes

approximately 15.30 % of the total billed units.
The tariffs for non-domestic consumers have been revised considering the following:
6.7.1.2 Disparity between Three Phase & Single Phase Consumers

The Commission in its previous Orders dated June 9, 2004 on ARR and Tariff Petitions for FY 2004-05
has merged two sub-categories of single-phase and three-phase and in order to avoid billing
impact to small consumers, divided these consumers based on load i.e. upto 10 kW and between
10 kW to 100 kW.

6.7.1.3 KVAh Based Tariff for NDLT Category

The Commission, in its last Tariff Order dated June 9, 2004, directed the Petitioners to replace all
meters for consumers with sanctioned load of more than 10 kW with electronic meters by
September 30, 2004. The Petitioner has informed that they have changed the meters with
Electronic CT meters with the facility to read kWh, kVAh, kVARh and Maximum Demand for
consumers with load of more than 15 kW. The Petitioner further submitted that in case of Non-
Domestic consumers with load between 11 to 15 kW and having old CT meters or poly-phase
meters, the Petitioner would provide single-phase electronic meter instead of electronic three-

phase CT meters.

The Commission has extended kVAh billing to NDLT category for consumers with sanctioned load
above 10 kW. Further, the Commission has specified the tariff for NDLT category on kWh as well as
kVAh basis. The Commission would like to specify that in NDLT category, for consumers with
sanctioned load more than 10 kW, only kVAh tariff would be applicable. However, in case where
the meters capable of recording kVAh consumption have not been installed for NDLT consumers
with sanctioned load above 10 kW, the Commission directs the Petitioner to install the meters
capable of recording kVAh consumption within 60 days from the date of issue of this Order. Further,
fill the meters capable of recording kVAH are installed during the 60 days period, the Power Factor

of 0.87 shall be used for converting kWh reading to kVAh reading for levying the kVAh based tariff.

For the consumers with sanctioned load up to 10 kW in NDLT category, the Commission has

specified the kWh based tariff only.

6.7.1.4 Fixed Charges for NDLT Category

As deliberated in Section 5 of the Order, the Commission in line with the principle of gradually
increasing the recovery from Fixed Charges has increased the Fixed Charges for NDLT category
from Rs 35/kW to Rs 50/kW.
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6.7.1.5 Non-domestic connections at 11 kV single delivery point for commercial complexes, etc.

The energy charges for 11 kV single delivery point commercial complexes will be the same as that

applicable for NDLT consumers between 10 kW to 100 kW, with a 15% rebate on energy charges.

6.7.2 Mixed Load High Tension (MLHT)

6.7.2.1 Consumer Profile

This category includes non-domestic consumers having load above 100 kW for lighting, fan,
heating/cooling power appliances in non-domestic establishment, pumping loads of Delhi Jal

Board/DDA/MCD, etc. They consume approximately 11.59% of the total billed units.

6.7.2.2 Difference between tariff applicable for MLHT consumers taking supply at 11 kV and those
taking supply at 400 V

The MLHT consumers availing LT supply are required to pay a higher demand charge as compared
to MLHT consumers availing supply at 11 kV. The higher the voltage of supply, lower the system
losses and hence the consumption by MLHT consumers at LT voltages has to be discouraged. The
Commission believes that with gradual movement towards voltage linked fariff, irespective of load
of the consumer, the ftariff for consumption at higher voltages will be lower than that for low
voltages, which will discourage consumers to opt for LT connections particularly for loads higher
than 100 kW.

For supply at 33/66 kV, consumers will get a rebate of 2.5% on the energy charges applicable for 11
kV supply and a rebate of 4% for supply at 220 kV. The demand charge shall continue at the

existing level.

6.7.3 Approved Tariff for Non Domestic Category

The existing tariffs and the revised tariffs for non-domestic category have been presented in the
Table 6.8.

Table:4.8 Existing and Approved Tariffs for Non Domestic Category

Sub-category || Existing Tariff Approved Tariff
Fixed Charges Energy Fixed Demand Energy
(Rs./kW/ month) | Demand Charges Charges Charges Charges Charges
(Rs./kVA/month) (Rs./kW/ (Rs./kVA/
month) month)
Non-Domestic (Low Tension)- (paise/
NDLT-I kwWh)
) load upto 10 kW 35 520 50 535
) i ) paise/kWh
) load more than10 kW 35 545 50 487
paise/kVAh
Non-Domestic Light/Power on (Ecnse/
; ; . Wh)
1 kV Single Delivery Point for 35 ) 463 50 414
Commercial Complexes- paise/kVAh
NDLT-I
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(paise/
Mixed Load (High Tension)- kVAh)
MLHT
) Supply on 11 kV 150 470 - 150 490
paise/kVAh
) Supply on LT (400 Volts) 200 540 200 564
paise/kVAh

6.8 Industrial Tariff

Industrial category of consumers consist of two sub-categories, viz., Small Industrial Power (SIP) with

load upto 100 kW and Large Industrial Power (LIP) with load more than 100 kW.

6.8.1 Small Industrial Power (SIP)

6.8.1.1 Consumer profile

This category consists of industrial consumers with load up to 100 kW including lighting, heating and

cooling load. Their consumption is 14.9% of the total billed units.
6.8.1.2 KVAh based tariff for SIP Consumers

For SIP consumers, the Commission in its previous Order dated June 9, 2004 has specified the tariff
for the SIP category on kWh as well as kVAh basis. The Commission further mentioned that kVAh
billing shall be applicable only fo the consumers for whom the electronic meters are installed. Till

electronic meters are installed the kWh based tariff only shall be applicable.

The Commission, in its last Tariff Order dated June 9, 2004, directed the Petitioners to replace the
meters of SIP consumers with sanctioned load of more than 10 kW with electronic meters by
September 30, 2004. The Petitioner has informed that they have changed the meters with ,
Electronic CT meters with the facility fo read kWh, kVAh, kVARh and Maximum Demand for
consumers with load of more than 15 kW. The Petitioner further submitted that in case of SIP
consumers with load between 11 to 15 kW, the Petitioner is in the process of replacing old meters
(which did not have facility fo measure kVAh) with electronic CT meters having kVAh reading

facility.

The Commission has specified the tariff for SIP category on kWh as well as kVAh basis. The
Commission would like to specify that in SIP category, for consumers with sanctioned load more
than 10 kW, only kVAh tariff would be applicable. However, in case where the meters capable of
recording kVAh consumption have not been installed or programmed to record kVAh reading for
SIP consumers with sanctioned load above 10 kW, the Commission directs the Petitioner to install
the meters capable of recording kVAh consumption and where the meters have been installed to
program the meters to record kVAh reading within 60 days from the date of issue of this Order.

Further, fill the meters capable of recording kVAH are installed during the above referred period of
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60 days, the Power Factor of 0.87 shall be used for converting kWh reading to kVAh reading for
levying the kVAh based tariff.

For the consumers with sanctioned load up to 10 kW in SIP category, the Commission has specified
the kWh based tariff only.

6.8.1.3 SIP connections at 11 kV single delivery point for group of SIP consumers

The SIP group consumers availing supply at 11 kV at single delivery point will have a rebate of 15%

on energy consumption charges, as compared to SIP tariffs
6.8.1.4 Fixed Charges for SIP Category

As deliberated in Section 5 of the Order, the Commission in line with the principle of gradually
increasing the recovery from Fixed Charges has increased the Fixed Charges for SIP category from
Rs 35/kW fo Rs 50/kW.

6.8.2 Large Industrial Power (LIP)

6.8.2.1 Consumer profile

This category includes large industrial consumers having load above 100 KW including lighting

load. This category accounts for 3% of the total billed unifs.

6.8.2.2 Difference between tariff applicable for LIP consumers taking supply at 11 kV and those

taking supply at 400 V

LIP consumers availing LT supply are required to pay a higher demand charge, as compared fo LIP
consumers availing supply at 11 kV. The higher the voltage of supply, lower the system losses and
hence the consumption by LIP consumers at LT voltages has to be discouraged. The Commission
believes that with gradual movement towards voltage linked tariff, irrespective of load of the
consumer, the tariff for consumption at higher voltages will be lower than that for low voltages,

which will discourage consumers to opt for LT connections particularly for loads higher than 100 kW.

For supply at 33/66 kV, consumers will get a rebate of 2.5% on the energy charges applicable for
supply at 11 kV and a rebate of 4% for supply at 220 kV. The demand charge shall contfinue at the

existing level.

6.8.3 Approved Tariff

The existing and approved charges for industrial consumers have been presented in Table 6.9.

Table:$.9 Existing and Approved Tariffs for Industrial Category

Existing Tariff Approved Tariff
Fixed Demand Fixed Demand
Sub-category Charges Charges Energy Charges Charges Charges Energy Charges
(Rs./kW/ (Rs./KVA/ (Rs./kW/ (Rs./kVA/
month) month) month) month)
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SIP (Low Tension)

485 paise/kWh

d) load upto 10 kW 35 ) or 50 500 paise/kWh
e) I;;(;: ]rgclirv?/ 35 424 paise/kVAh 50 435 paise/kVAh

Industrial Power (SIP)

on 11 kV Single 412 paise/kWh

Delivery  Point  for 20 - or 50 370 paise/kVAh

Group of SIP 350 paise/kVAh

Consumers

Large Industrial

Power LIP 150 410 paise/kVAh 150 430 paise/kVAh
a) Supply on 11 kV - 200 480 paise/kVAh - 200 495 paise/kVAh

b) Supply on LT (400
Volts)

6.9 Agriculture and Mushroom Cultivation Tariff

6.9.1 Consumer profile

Agriculture connections are available for tube wells for irrigation, threshers and kutty cutting in

conjunction with pumping load for irrigation purpose for load up to 10 kW and lighting load for

bonafide use in ‘Kothra’. The percentage share of agricultural consumption is only around 0.7% of

the total billed units.

6.9.2 Approved Tariff

The Commission in line with the principle of gradual increasing in recovery from fixed charges has

increased the fixed charges marginally. Further, in line with principles of gradual reduction in cross-

subsidy, the energy charges have been increased in higher proportion as compared to the

increase in energy charges for subsidising categories. The existing and approved charges for

agriculture consumers and mushroom cultivation consumers have been presented in Table 6.10

Table:6.10 Agriculture and Mushroom Cultivation Tariff

Existing Tariff Approved Tariff
Fixed Charges Energy Charges Fixed Charges Energy Charges
(Rs./kW/ month) (p/v) (Rs./kW/ month) (p/v)
Agriculture 10 110 12 150
Mushroom 20 250 24 300
Cultivation

6.10 Public Lighting

6.10.1.1 Consumer profile

Tariff for this category is applicable to all street light consumers including MCD, DDA, PWD/CPWD,

Slums, DSIDC and certain civilian pockets of MES. The share of MCD, however is dominating as 97%

of all street lights in the city are owned by the MCD. Public Lighting consumption is about 1.87% of

the total billed units.
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6.10.2 Approved Tariff

The Commission in its previous Tariff Orders has set the tariff for public lighting equivalent to energy
charge of the highest slab in the domestic category and the same was fixed at 410 paise/unit in its
Order issued on June 9, 2004.

As regard to maintenance charges for street lighting, the Commission has issued a separate Order
on March 16, 2004. The Commission would like to clarify that the maintenance charges and other
conditions of maintenance of streeft lights as approved in the Commission’s Order dated March 16,
2004 will confinue and the Commission has not made any change in the maintenance charges

and other conditions in this Order.

As regard to energy charges, confinuing with the earlier principle, the Commission has approved
the tariff for Public Lighting category equivalent to energy charge of the highest slab in the

domestic category.
The existing and approved tariffs for public lighting and signals/blinkers are given in Table 6.11.

Table:6.11 Tariff for Public Lighting

Existing Tariff Approved Tariff
Maintenance Ener Maintenance Ener
Sub-category Charges gy Charges gy
; Charges N Charges
(Rs./light (Rs./light

point/month) (p/v) point/month) (p/v)

Public Lighting 73 410 73 460

Signalls & blinkers - 410 - 460

It may be noted that Fixed Charges are not applicable on Public Lighting Category and hence the
effective tariff of Public Lighting category is lower than the total tariff of highest slab of domestic

category.

6.11 Railway Traction

6.11.1 Consumer profile

The consumption of Railway Traction is around 0.76% of the total billed unifs.

6.11.2 Capacity Blockage Charges

The Petitioner is supplying power for Railway fraction through one phase while the other two
phases remain unutilised/blocked. The levy of capacity blockage charges shall continue in
accordance with the mutually agreed formula followed in the past. The capacity blockage
charge is applicable to consumers drawing power at 33/66 kV on single phase @ Rs. 25000.00 per
month upto contract/maximum demand of 5 MVA. For contract/maximum demand of above 5
MVA, the capacity blockage charge is determined according to the formula: Rs. 1260 x (2.97 A+5),

where ‘A’ is the contract demand or maximum demand in MVA, whichever is higher.
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6.11.3 Tariff for Railway Traction

In line with the principles of gradual reduction in cross subsidy over a period of fime, the

Commission has kept the tariff applicable to the Railways at the existing tariff levels.

6.11.4 Approved Tariff

The existing and approved fariffs for Railway Traction are given in Table 6.12.

Table:4.12 Tariff for Railway Traction

Existing Tariff Approved Tariff
Demand Charges g::rrgg:s Demand Charges g:::g:s
(Rs./kVA/month) (paise/kVAh) (Rs./kVA/month) (paise/kVAh)
Raway 150 375 150 375

6.12 Delhi Metro Rail Corporation Ltd. (DMRC)

6.12.1 DMRC's submission

DMRC in its response on ARR and Tariff Petitions for FY 2005-06 has requested the Commission to
contfinue with the principles and methodology adopted for determining Tariff for DMRC
in the earlier Tariff Orders. Further, during the public hearing, DMRC submitted that the

tariff for DMRC shall be kept af same level without any increase in tariff.
6.12.1.1 Commission’s view

In its previous Tariff Order dated June 9, 2004 the Commission treated DMRC as a separate
category consumer and has determined the tariff for DMRC on the basis of average cost of supply
by TRANSCO to DMRC by adding a nominal component of overheads of the DISCOM for the
supply at 220 kV and 66 kV.

To account for the increase in average cost of supply of TRANSCO due fo increase in power
purchase costs, inflation and in line with the principle of gradually increasing the recovery for
Licensee fowards the fixed charges, the Commission has infroduced demand charges at Rs

75/kVA/month for DMRC and kept the energy charges af the same level without any increase.

6.12.2 Tariff for DMRC

In view of the above, the Commission approves a tariff with demand charge of Rs 75/kVA/month
and energy charges of 230 paise/kVAh for DMRC supply at 220 kV and 66kV.

As regard to the tariff for commercial and other establishments being supplied by DMRC, the
Commission addressed the issue vide its Order dated May 5, 2004. Subsequently in the Tariff Order
dated June 9, 2004 the Commission mentioned that the discounts as agreed between the parties

on NDLT Il Tariff shall be applicable based on the revised tariff schedule in this Order.
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The Commission does not propose any change in the tariff principles for commercial and other
establishments being supplied by DMRC and hence the discounts, as agreed between the parties

on NDLT Il Tariff, shall be applicable based on the revised tariff schedule in this Order.

6.13 Temporary Supply

The Commission does not propose any change in the existing tariff mechanism for temporary
supply as mentioned in Section 8.

6.14 Treatment of Revenue Gap

Revenue Gap

As given in Table 6.6, the revenue gap of the Petitioner for FY 2004-05 works out to Rs. 208 Crore.
The revenue gap of the Petitioner for FY 2005-06 works out to Rs. 101 Crore. The total revenue gap
for the two years 2004-05 and 2005-06 works out to Rs. 309 Crore.

6.14.1 Total Revenue from Approved Tariffs for FY 2005-06

Table 6.13 summarises the revenue billed from the existing and approved ftariffs (excluding

electricity duty).

Table :6.13 Revenue Billed from Existing and Approved Tariff for FY 2005-06

Category Revenue from existing tariff Revenue from Approved Tariff
Domestic 477 526
Non-domestic 410 428
Industrial 634 666
Agriculture 3.5 4.23
Railways 19.4 19.4
Public Lighting 32 26
DMRC 154 17
STreg’r Light 91 9]
Maintenance
Total 1592 1696

The estimated total revenue realised in FY 2005-06 after considering the collection efficiency from

existing and revised tariffs works out to Rs1510 Crore and Rs. 1609 Crore, respectively.
The approved tariffs are appended to this Order as the Tariff Schedule for FY 2005-06.

6.14.2 Approved Bulk Supply Tariff

With the approved level of revenues and considering the ARR excluding power purchase cost and

revenue gap for FY 2005-06, the paying capacity of the Petitioner works out to Rs. 1197 Crore.

The units purchased by the Petitioner from TRANSCO have been estimated at 5655 MU. The
approved BST of the Petitioner thus comes to 211.21 paise/kWh.
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7. Directives

7.1 Introduction

In the Orders on ARR and Tariff Petition for FY 2004-05 dated June 9, 2004, the Commission had
issued a number of directives to the Utilities in Delhi with the objective of attaining operational
efficiency and streamlining the flow of information, which would be beneficial for the Sector both
in short and long term. These directives aimed at creating an enabling environment for the Utilities
to provide good quality of electricity supply and service to the consumers of Delhi at optimum
costs. The Commission derives powers to issue such directives under the Delhi Electricity Reform Act
2000 (DERA) which mandates the Commission to promote competition, efficiency and economy in
the activities of the electricity industry. DERA also mandates the Commission to regulate the
working of the licensees in the National Capital Territory of Delhi, and to promote their working in
an efficient, economical and equitable manner. In the issuance of directives, the Commission is
also guided by Section 61 of EA 2003 which mentions that the Commission shall be guided by the
factors which would encourage competition, efficiency, economical use of the resources, good
performance and optimum investments in specifying the terms and conditions of determination of

tariff.

This section discusses the compliance status of all directions given by the Commission to the
Petitioner in the Order on ARR and Tariff Petition for FY 2004-05 dated June 9, 2004.

7.2 Investments and Monitoring of investments

The Commission had directed the Petitioner to submit the complete DPR along with cost-benefit
analysis for schemes more than Rs. 2 Crore and obtain the scheme-wise investment approval from
the Commission as per the clause 10 of the License for Distribution and Retail Supply of Electricity.
The Commission had further directed that in case of schemes proposed during FY 2004-05, the
scheme wise details should be submitted for approval within a month from the date of the issue of
the Order dated June 9, 2004. Further, the Commission had directed the Petitioner to submit the
details of schemes proposed for FY 2005-06 for the approval of the Commission by September
2004. The Commission had also directed the Petitioner to submit the quarterly progress report on

the capital investment programme.

In respect of the submission of DPRs with cost-benefit analysis for schemes more than Rs .2 Crore,
the Petfitioner has submitted that it has complied with the directions of the Commission. It has
submitted that the DPRs for approval for various schemes have been submitted to the Commission
vide Lefter Nos. ND/ TSP/R04/3060, ND/ TSP/R04/3088, ND/ TSP/R04/3200, ND/ TSP/R04/3280 and ND/
TSP/R04/33318 dated June 30, 2004, July 15, 2004, September 15, 2004 and November 30, 2004
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respectively. The Petitioner has further submitted that scheme wise details for FY 2005-06 have been
submitted to the Commission vide its Letter No. ND-CCO/R04/1891 dated September 30, 2004.

The Commission notes that the Petitioner has submitted Detailed Project Report for schemes
amounting fo nearly Rs. 600 Crore to the Commission for the Commission’s approval. The
Commission has accorded approval for schemes amounting to Rs. 284 Crores for which DPRs have
been received up to September 2004. The remaining schemes are in the process of being

approved and the matter shall be taken up after issuance of this Order.

Further, the Petitioner has proposed an investment of Rs. 375 Crore for FY 05-06 vide letter no. ND-
CCO/R04/1891 dated September 30, 2004. However, the Petitioner has not submitted the DPR for
some of the schemes proposed during FY 2005-06. The Commission directs the Petitioner to submit
the complete DPR along with cost-benefit analysis for all the schemes more than Rs. 2 Crore on
which the capital expenditure has been incurred during FY 2004-05 which were not approved by
the Commission earlier and the schemes proposed during FY 2005-06 for obtaining the scheme-
wise investment approval from the Commission within a month from the date of the issue of this
Order. The Petitioner should also obtain the approval from the Commission for individual schemes
less than Rs. 2 Crore but consolidating to Rs. 20 Crore. The Commission further directs that the
Petitioner should submit the complete details of the investments proposed during FY 2006-07 for
approval of schemes, by September 2005, after which the Commission will not entertain any
request for approval of capital expenditure for any new scheme not covered by the schemes
submitted upto September 2005, except in emergency cases which shall be decided by the

Commission on the basis of merits of each case.

In respect of the quarterly progress reports for capital investment schemes, the Petitioner, in ifs
Petition, has submitted that it has been submitting the quarterly progress reports detailing the
category-wise physical and quantitative achievements vis-a-vis targets for the same on a regular
basis to the Commission. It has added that quarterly progress reports have been submitted vide ifs
Letter Nos. ND/TSP/R04/3088 and ND/TSP/R04/3290 dated July 14, 2004 and October 11, 2004

respectively.

The Commission notes that the quarterly progress reports for FY 2004-05 detailing the category-wise
physical and quantitative achievements vis-a-vis targets for the same have been submitted by the
Petitioner on a regular basis. The Petitioner has also submitted the progress reports for the third and
fourth quarters vide its Letter Nos. ND/TSP/R04/3347 and ND/CCQO/R04/3411 dated January 11,
2005 and April 13, 2005 respectively.

The Commission further directs the Petitioner to submit the quarterly progress reports for the

schemes implemented during FY 2005-06 within 15 days of the end of each quarter.

The Commission had also directed the Petitioner to ensure that the progress of investment scheme
is not affected on account of the delayed receipt or non-availability of APDRP funds. The

Commission had noted that the Commission would consider the actual interest expense arising on
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account of delayed receipt or non-availability of APDRP funds through truing up of expenses for FY
2004-05.

The Petitioner has submitted that it is facing exireme hardships in arranging for financing fo
substitute the APDRP financing. It has added that the Regulatory Asset created by the Commission
for FY 2004-05 has compounded the problem, as it further impacts (adversely) the Debt: Equity

ratio for the company, which is one of the most critical financing criteria for any lender.

The Petitioner has submitted that though it is making best possible efforts to ensure that the
progress of APDRP schemes is not adversely affected, it cannot give any assurance fowards the

timely execution of these schemes in view of the problems faced by it.

Considering the uncertainty in availability of APDRP funds over past 2 years, the Commission has
not considered the same for FY 2005-06.

In respect of monitoring of investments, the Commission had directed the Petitioner to form a
Steering Committee, with one member as Commission’s Representative, within 7 days of the date
of issue of the Order dated June 9, 2004. The Commission had mentioned that the Steering
Committee would be responsible for developing an integrated and consolidated implementation
plan and monitoring thereof. The Commission had further directed the Petitioner to submit the
consolidated plan within 15 days of the date of issue of the Order dated June 9, 2004 and submit

quarterly monitoring reports thereafter.

The Petitioner has submitted that it had infimated the Commission about the constitution of the
Steering Committee including the names of its members vide ifs letter No. ND/TSP/R04/3085 dated
July 12, 2004. The Petitioner has further submitted that the first meeting of the Steering Committee
was held on July 12, 2004 where the integrated and consolidated implementation plan was drawn
up. The second meeting of the Steering Committee to monitor progress was held on September 28,
2004. The Petitioner has added that the minutes of the Steering Committee’s meeting have been
furnished to the Commission vide lefter no. ND/TSP/R04/3278 dated October 5, 2004. The Pefitioner
has also submitted that quarterly progress reports are also being furnished to the Commission on a

regular basis.

7.3 R&M Works

The Commission had directed the Petitioner to maintain a separate record of the items issued from
the Stores for R&M works, and submit the same to the Commission along with the details of the
actual R&M Works carried out at the end of each quarter. The Commission had also directed the
Petitioner to submit the report on transformer failure rate on a quarterly basis along with the above

data on the R&M items issued.

The Petitioner, in its Petition, has submitted that the quarterly record of the items issued from the

Stores for R&M works with details of actual R&M works carried out fill the end of Quarter — 1 (April-
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June 2004) and Quarter — 2 (July-Sept. 2004) together with reports on transformer failure rate have
been submitted to the Commission vide letter nos. NDPL/GM-OPS/2004/R&M-1 dated September
18, 2004 and NDPL-OPS-2004-05-Q2 R&M dated November 18, 2004.

The Commission notes that the Petitioner has also submitted the record of the items issued from the
Stores for R&M works and the details of actual R&M works carried out in the third and fourth
quarters vide its letter nos. ND-OPS/R04-02 and ND-OPS/R04-04 dated February 14, 2005 and June
14, 2005 respectively. Further, the Petitioner has also submitted the details of transformer failure for
the third quarter of FY 2004-05 vide its letter no. ND-OPS/TRF.29 PTS/Q3 dated January 15, 2005.

The Commission reiterates its direction to the Petitioner to maintain a separate record of the items
issued from the Stores for R&M works, and submit the same to the Commission along with the details
of the actual R&M Works carried out at the end of each quarter. The Report on transformer failure
rate should also be submitted on a quarterly basis along with the above data on the R&M items

issued.

7.4 District-wise AT&C Losses

The Commission had directed the Petitioner to submit district wise information on AT&C loss atf the

end of a quarter commencing from June 2004.

The Petitioner has submitted that it has worked out the district-wise information on losses on the
basis of the district-wise energy-input and has submitted the details to the Commission vide letter
dated September 30, 2004.

The Commission notfes that Petitioner also submitted the district-wise information on AT&C loss for
the month of September 2004 on December 29, 2004 and for the period October — December
2004 on February 25, 2005. The Petitioner further submitted the district-wise information on AT&C
loss for the period January — March 2005 on May 11, 2005.

7.5 Base paper on Voltage Linked Tariff

The Commission had directed the Petitioner to submit the base paper on voltage-linked tariffs
within two months of the date of issue of the Order dated June 9, 2004. The Commission also
directed the Petifioner to maintain and submit information/data in the formats specified by the
Commission for arriving at voltage-linked tariff for each of the consumer categories along with the
ARR and Tariff Petition for FY 2005-06.

There has been a delay in the submission of the paper on voltage-linked tariffs and the other
requisite information by the Petitioner. The Pefitioner, in ifs Pefition, had submitted that the
submission of information got delayed as the Peftitioner was attempting to harmonise the voltage

wise cost records with the requirement of the base paper. The Petitioner added that the Base
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Paper on Voltage Linked Tariff was being submitted separately to the Commission. The Petitioner

requested the Commission to condone the delay in submission.

However, theThe Petitioner delayed the submission ofsubmitted the Base Paper on Voltage Linked
Tariff and submitted the same only in the month of March 2005. However, the Pefitioner has not
submitted the information and data for arriving at voltage-linked tariffs till date. Further, the
information and data for arriving at voltage-linked tariffs have not been submitted by the Pefitioner
till date.

The Commission notes that the formats required for submitting the information/data for arriving at
voltage linked tariff for each of the consumer categories shall be prepared in consultation with the
DISCOMs after the issuance of this Order.

7.6 Information on Cost of Supply in prescribed formats

The Commission had directed the Petitioner to submit the information on cost of Supply in
prescribed formats along with the ARR and Tariff Petition for FY 2005-06.

The Peftitioner submitted the information to compute the cost of service in the formats designed by
the Commission. The Petitioner has further submitted that it is striving fo provide information on the
cost of supply voltage-level-wise. The Petitioner has submitted that for working out the voltage wise
Cost of Supply, it is imperative that the total assets be categorized voltage wise, energy meters be
installed at various sub-stations, etc. and costs allocated to various categories. The Petitioner has
added that the cost records are in the process of being finalized. The Petitioner has informed that
the installation of energy meters at interface points with DTL/BSES has been completed only by end
of August 2004. Following this, the Petitioner commenced the collation/downloading and analysis
of data. The Petitioner submitted that it would make best efforts to provide more information during

the course of the Petition.

The Petitioner also requested the Commission to suitably modify the existing formats to capture the
cost of supply either supply category-wise or voltage-level-wise, so that there is uniformity of

submission for achieving the desired objectives.

The Petitioner has not submitted the requisite information on the cost of supply voltage-level-wise.
In ifs previous Orders, the Commission has indicated ifs intent to move towards the cost of supply in
future. However, the delay in submission of this information had constrained the Commission in its
objective. The Commission is disappointed with the non-submission of this information fill date. Non-
submission of information even during the processing of this Order has continued to constrain the

Commission in moving towards tariffs based on cost of supply.

The Commission directs the Petitioner to suggest modifications in the existing formats to capture the
cost of supply by August 2005. The Commission will take up this matter in consultation with the
DISCOMs after the issuance of this Order.
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7.7 Database for Consumers having electronic meters

The Commission had directed the Petitioner to start submitting a report on the analysis of database
for consumers having electronic meters on a monthly basis along with the ARR and Tariff petition
for FY 2005-06.

The Petitioner, in its Petition, has submitted that in accordance with the Commission’s instructions, it
is carrying out the reprogramming of meters on kVAh billing. This reprogramming of meters was
expected to be completed by end of December 2004. However, due to some constraints, the
Petitioner would be able to finish this task only by June 2005. The Pefitioner has submitted that it
would submit the requisite data once the re-programming is completed as submission of data on
kWh, kVAh, kVArh and PF before reprogramming of meters would only provide skewed data and

may not serve the desired purpose.

In subsequent submissions to the Commission, the Petitioner has submitted that as kVAh billing is
expected to commence from April 2005, the first report on analysis of such billing shall be provided

to the Commission in July 2005.

The Commission directs the Petitioner to start submitting a report on the analysis of such database

on a monthly basis from July 2005 onwards.

7.8 Installation of Meters

The Commission had directed the Petitioner fo complete the installation of electronic meters for all
the consumers, except those upto 10 kW being supplied on single phase, of SIP/NDLT categories by
September 2004 and submit the status report on installation of meters at the end of each quarter Hill
the Petitioner completes the installation of such meters. The Commission also directed the
Petitioner to change/install electronic meters for all the consumers with sanctioned load of more
than 10 kW by September 30, 2004. Further, the The Commission also directed the Petitioner to
submit the Biling Demand and kVAh consumption data to the Commission for these consumers
during the ARR Filing for FY 2005-06.

In its Petition, the Petitioner has submitted that it has developed a ‘metering policy’ in order to
meet its business requirements. In accordance with this policy, Electronic CT meters with the facility
to read kWh, kVAh, kVARh and Maximum Demand would be installed for all Domestic/Non-
Domestic consumers with load above 15 kW. In case of Domestic/Non-Domestic consumers with
load between 11 to 15 kW and having old CT meters or poly-phase meters, the Pefitioner would

provide single-phase electronic meter instead of electronic three-phase CT meters.

The Petitioner has submitted that this measure would enable a lot of cost savings as a three phase
electronic CT meter including service line and meter box etc. is approximately three to four fimes
costlier as compared to a single phase electronic meter. The Petitioner has added that the few

consumers, who have motor load requiring only three phase supply shall be continued with the
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three phase supply upon production of necessary documents as a proof, and electronic three-

phase CT meters shall be installed for such consumers only.

The Petitioner has further submitted that in accordance with its ‘metering policy’, in case of
Industrial (SIP) Consumers with load between 11 to 15 kW having poly-phase meters or old CT
meters without kVAh facility, such meters would be replaced with Electronic CT meters having the
facility to read kWh, kVAh, kVARh and Maximum Demand.

The Petitioner has added that in accordance with the Commission’s directives and in line with ifs
own ‘metering policy’, it has started the replacement of old meters (which did not have facility to
measure kVAh) with electronic CT meters having kVAh reading facility for all categories of
consumers with load above 15 kW, and for Industrial Consumers (SIP) with load between 11 to 15
kW

The Petitioner has submitted that fill the end of September’'04, more than 15,000 electronic CT
meters were installed for Industrial consumers of load from 11 kW & above and for Non-Domestic /
Domestic connections of load above 15 kW. However, in compliance with the Commission’s
directive to reprogram these installed meters, it has taken-up the same on utmost priority. The
Petitioner has stated that about 6,000 electronic CT meters have been reprogrammed till the end
of November 2004. The Petitioner has further submitted that out of the balance 2000 meters, 6000
meters sourced from L&T require to be physically removed from the installed premises and
reprogrammed at the manufacturer’s workshop. The Petitioner has stated that this activity is taking
a considerable fime and resources and it has been able to complete reprogramming of only 400

such meters.

In respect of the installation status of Electronic poly-phase meters for Non-Domestic and Domestic
Consumers of load between 11- 15kW load, the Petitioner has submitted that in line with its
metering policy, there are about 30,000 consumers under this category who's meters need to be
replaced with either poly-phase meters or single-phase meters. The Petitioner has added that poly-
phase or single-phase meters have provided for about 12,000 consumers fill the end of September

2004, and the remaining are being completed on priority.

The Petitioner has submitted that it plans to complete such metering activity for the non-domestic
consumers/domestic consumers of load between 11-15 kW, in a time-bound manner. It has stated
that it will submit the action plan for completion within the redlistic time-frame separately. The
Peftitioner has requested the Commission to consider kVAh billing for NDLT Consumers with Load
above 15 kW.

The Commission would like to point out that though it has specified the tariff for the SIP category on
kWh as well as kVAh basis, kVAh billing shall be applicable only to the consumers for whom the
electronic meters are installed. Till electronic meters are installed, the kWh-based tariff only shall be
applicable. The Commission had also specified that the Commission intends to gradually expand

the coverage of consumers under kVAh billing as kVAh tariff takes care of power factor of the
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consumer and encourage efficient use of electricity. Further, higher power factor eventually helps

the system by lesser loading and reduction in losses.

The Commission directs the Petitioner to submit quarterly progress reports on the status of

installation of electronic meters along with the billing data and kVAh consumption.

7.9 Installation of meters for domestic consumers paying flat rates on plot size basis

The Commission had directed the Petitioner to submit the status of meter installation for this sub
category within 1 month of the date of issue of the Order dated June 9, 2004. The Commission
reiterated ifs directive to install meters for all such consumers within 3 months of the date of issue of
this Order.

The Petitioner has submitted that in compliance with the Commission’s directive, the Pefitioner
been able to identify approximately 8700 consumers who are being billed on plot size basis. The
Petitioner has added out of 8,700 consumers, 6500 are living in the un-electrified pockets/colonies.
Since these areas are spread over a large geographical area and also theft prone areas,
electrification is required to be done only on the basis of HVDS, as per the plan envisaged for the
un-electrified areas. The Petitioner has added that in order to facilitate the process of
electrification of such colonies, it has initiated number of camps during last few months, with a view
to attract the consumers to provide them legitimate and metered connections. However, the

response to all these camps has been abysmally poor.

The Petitioner has stated that despite the poor response to the camps, it remains committed to the
electrification of all such areas within a time-bound electrification plan as soon as the desired
number of Consumers (about 75% of the population in that pocket/colony) come forward for
connections by depositing the requisite developing charges or any other suitable mechanism for
electrification of such un-electrified colony/pocket as may be advised by the Commission. The
Petitioner has added that since these areas/pockets were covered by the SPD/Franchisee, the
biling for the 6500 plotted consumers has been shifted to SPD Confractors and billing on plotted

size basis to such consumers has been stopped.

The Petitioner has highlighted that based on the measures taken by if, 7800 consumers out of 8700
consumers who were earlier being billed on plotted size basis, have either been converted to
SPD/Franchisee or have been/are being disconnected. It has added that the balance 900 plotted
connections need fo be regularized by providing them with meters. The Petitioner has stated that
the 900 plotted category consumers are spread over 94 colonies and are to be provided with
electricity network, service cables and electronic meters after receiving service line charges, etc.
from them. The Petitioner has submitted that despite difficulties and the reluctance of such
consumers in obtaining regular connections, the Petitioner is striving to complete such an exercise

of regularization for these consumers.
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Commission’s viewsThe Commission directs the Petitioner to submit the year wise cost estimates

along with cost-benefit analysis of the same for electrifying these consumers on HVDS.

7.10 Data on kVAh, kWh & kVARhA

The Commission had directed the Petitioner to start submitting report on data on average power

factor, kWh, kVAh and kVARh consumption on monthly basis commencing from June 2004.

The Petitioner, in its Petition, has submitted that it submitted the data on kVAh, kWh & kVARh and
average power factor vide its letter no. ND-CCO/R04/1714 dated July 19, 2004, for the
consumption during the months of May and June 2004. It has referred to the Commission’s letter
no. F.3(49)/Tariff/2003-04/5283 dated August 27, 2004 directing the Petitioner to re-program the
electronic meters to take care of leading PF and submitted that meters are being re-programmed

in a phased manner, and the re-programming of all meters is expected to be completed.

The Peftitioner has stated that submission of data on kWh, kVAh, kVArh and PF before
reprogramming of meters would only provide skewed data and would not serve any purpose. It
has therefore submitted that it would recommence providing the data once re-programming is
completed. The Petitioner had added that in case connections where meters have been
reprogrammed, all reports and analysis would be available on a monthly basis from end of
December 2004 and the same would be submitted to the Commission during the course of the

hearing of the ARR Petition.

In subsequent submissions to the Commission, the Petitioner submitted that as kVAh biling is
expected to commence from April 2005, the first report on analysis of such billing shall be provided

to the Commission in July 2005.

The Commission directs the Petitioner to start submitting report on data on average power factor,

kWh, kVAh and kVARh consumption on monthly basis commencing from July 2005.

7.11 Consumption by employees of erstwhile DVB

On the issue of consumption of power by employees of erstwhile DVB, the Commission had
directed the Petitioner to evolve a mechanism for payments and accounting either at inter-
company or af individual employee level and submit a report on the same by October 31, 2003.
The Petitioner had sought an extension for submission of mechanism for payments and accounting
of consumption by erstwhile DVB employees and the Commission had granted the extension fill
February 29, 2004.

However, the Petitioner did not submit the mechanism for payments and accounting of power
consumption by employees of erstwhile DVB before the Commission till the issue of the Order on
ARR and Tariff petition for FY 2004-05.
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Accordingly, the Commission directed the Pefitioner to submit the mechanism for payments and

accountfing within 1 month of the data of issue of the Order dated June 9, 2004.

The Petitioner, in its Petition, has submitted that it has complied with this directive by submitting the
current practice of biling such consumers (employees of erstwhile DVB residing in its area of
supply) at rates specified in the relevant Office Order of erstwhile DVB. The Petitioner has
highlighted that it is encountering problems in the updation of data since many erstwhile
employees are not coming forward with the requisite information. The Petitioner is also facing
problems in respect of the treatment of cases of employees who retired before the privatizaion of
the DISCOMs. The Petitioner has suggested that in respect of personnel who retired either prior to
restructuring or after July 1, 2002, the cost may be billed to the Holding Company or the Pension

Trust, etfc.

The Petitioner has mentioned that the TRANSCO had discussed this matter with the DISCOMs.
However, the outcome remained inconclusive. The Commission had written a letter to the Holding
Company, TRANSCO and the Pension Trust of TRANSCO to comment on the issues highlighted

above. The Commission is awaiting response from TRANSCO and Holding Company in the matter.

7.12 Treatment of replacement of meters, fransformers and switchgears

The Commission had directed the Petitioner to clearly demarcate expenditure related to
replacement of meters, tfransformers and switchgears and include the same in capital expenditure

in future submissions and not as a part of the R&M expenses.

The Petitioner has submitted that no cost of new transformers and switchgears (used as
replacements or otherwise) have been included in the R&M costs and that only repair (labour and
consumables) costs to fransformers, switchgears, etc. have been considered as part of R&M
expenses. The Petitioner has highlighted that it had submitted the same in its Petition for review of
the Order on ARR and Tariff dated June 9, 2004. The Petitioner has further submitted that meters
(including other small value items) that were charged fo Revenue were done so in accordance

with the provisions of the Companies Act, 1956.

Further, the Petitioner has submitted that it still contends that such small value items (costing upto
Rs. 5,000 each), should be allowed as part of revenue expendifure as per the Companies Act,
1956. However, in line with the Commission’s directive, the Petitioner has included the same as part
of capital expenditure, which is contrary fo the statutory accounting treatment that the Petitioner
needs to apply. The Pefitioner has added that it retains the right to appeal against the

Commission’s freatment of such expenses as part of capital expenditure.
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7.13 A&G Expenses

The Commission had directed the Petitioner to take prior approval for any increase in A&G
expenses during FY 2004-05 beyond the approved A&G expenses before committing/incurring an

expense.

The Petitioner, in its Petition, has submitted that it is making its best efforts to remain within the
approved A&G limit. The Petitioner has further submitted that it has no control over certain
increase in costs which happen due to change in tax rates, increase in inflation, etc. It has
requested the Commission to automatically allow the incremental expenses (over and above the

approved limits) on account of change in tax rates, etfc.

The Petitioner added that in compliance with the Commission’s directive, it would approach the
Commission for approval of enhanced requirements prior to committing/incurring expenses

beyond the approved limits.

During the interactions with the Petitioner, the Commission directed the Pefitioner to submit the
actual amount of expenses incurred during FY 2004-05. The A&G Expenses for FY 2004-05 has been
estimated at 2.5% higher than the Commission approved. The Pefitioner has submitted that this

increase in primarily on account of increase in taxes.

The Commission has discussed the A&G expenses of the Petitioner in detail in Section 3. The

Commission’s views on the same are also discussed therein.

The Commission directs the Petitioner to take prior approval for any increase in A&G expenses
during the FY 2005-06 beyond A&G expenses approved before committing/incurring such

additional A&G expenses.

7.14 R&M Expenses

The Commission had directed the Petitioner to take a prior approval for any increase in R&M
expense during FY 2004-05 beyond the approved R&M expense before committing/incurring an

expense.

The Petitioner, in its Petition, has submitted that it has approached the Commission with the request
for approval of enhanced budgetary allocation amounting to Rs. 53.11 Crore. The Petitioner has
further submitted that the Commission, while allowing Rs. 53.11 Crore as R&M expenses for FY 2003-
04, has approved an expenditure of only Rs. 32.16 Crore for FY 2004-05, which was the budgetary
approval by the Commission for FY 2003-04. The Petitioner has submitted that the amount allowed
by the Commission is inadequate and any restriction on R&M expenditure to Rs. 32.16 Crore shall
have serious repercussions on the quality of supply. The Petitioner has therefore requested that the

budgetary approval for FY 2004-05 be enhanced to Rs 52.16 Crore.
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The Commission notfes that the Petitioner vide its letter no. ND-OPS/R04-2004-05-R&M and ND-
CCO/R04/2034 dated November 19, 2004 and December 22, 2004 respectively had requested the
Commission to enhance budget for R&M for FY 2004-05. Further, during the presentation made to
the Commission in the month of February 2005, the Petitioner requested the Commission to
increase the R&M expenses from Rs 32.16 Crore to Rs 55 Crore. The Commission has discussed the
R&M expenses of the Petitioner in detail in Section 3. The Commission’s views on the same are also

discussed therein.

The Commission also directs the Petitioner to take prior approval for any increase in R&M expense
during FY 2005-06 beyond the approved R&M expense before committing/incurring such

additional R&M expenses.

7.15 Slab Load for Domestic Consumers

The Commission had directed the Petitioner to maintain the data for sanctioned load in slabs of 0-2
kW, 2-5 kW and 5 kW and above. The Commission had also directed the Petitioner to maintain the
data regarding the number of consumers, total sanctioned load and energy consumption in each

of the above slabs.

The Petitioner has submitted that the directive of the Commission is being duly complied with. The
Petitioner has submitted the requisite information in Form 2.1 (a) of the Petition for approval of ARR
and determination of tariffs for FY 2005-06.

7.16 Enhancing the Limit for SIP from 100 kW to 150 kW

The Commission had directed the Petitioner to sulbmit a Base Paper on the issue of raising the limit
for classification under SIP category from 100 kW to 150 kW/250 kW to the Commission, within 3

months from the date of issue of the Order dated June 9, 2004.

The Petitioner has submitted the base paper on enhancement of limit for SIP consumers from 100
kW to 150 kW in September 2004.

7.17 List of new directives

The Commission has discussed the compliance by the Petitioner with the directives issued in the
Order dated June 9, 2004. The Commission has also issued additional directives in respective of
some of the directives issued in the Order dated June 9, 2004. Further, the Commission has also
issued certain new directives, which have been detailed in the respective sections, and have been

listed below for easy reference:
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7.17.1 Availability of ARR Petition
(Ref. Section 2.35.1) The Commission directs the DISCOMSpetitioner to make available copies of the
ARR Petitions in all their district offices from the next filling onwards..

7.17.2 AT&C losses

(Ref. Section 2.35.7) For regular monitoring of AT&C losses, the Commission directs the
DISCOMspetitioner to provide the break up of energy input to the DISCOMpetitioner, energy sold
by the DISCOMpetitioner, energy billed by the DISCOMpetitioner and the revenue realisation
against billed energy and the district wise AT&C losses on a monthly basis within fifteen days after

the end of each month.

7.17.3 Execution of electrical works

(Ref. Section 3.23) The Licensees shall ensure that all electrical works are executed and
commissioned as per the provisions of the Electricity Act, 2003, License Conditions, Rules and
Regulations, prudent Utility practices as well as the safety aspects in this regard. In case of violation
of the provisions of any of the binding Statutes, the consequences shall be to the account of the

Licensees.

7.17.4 Payment through Cheques

(Ref. Section 2.35.29) The Commiission directs that in case the bill for consumption of electricity is
more than Rs. 4,000, payment for the bill shall only be accepted by the Licensee by means of an
Account Payee cheque/DD. The Commission directs the DISCOMs to indicate on the bills where
the amount fo be paid is more than Rs. 4,000 that the bill shall be “Payable by local cheque/DD”
only. Further, the Commission suggests that all other consumers whose bill amount is less than Rs.
4,000 may also be encouraged to pay their bills by Account Payee cheque/DD irrespective of the

amount of the bill.

7.17.5 Energy Audit for employees of the erstwhile DVB

(Ref. Sections 2.35.22) The Commission directs the Petitioner to conduct energy audit in case of
those employees of the erstwhile DVB whose average consumption pattern is low as compared to
the average level of consumption for domestic consumers. The Petitioner shall submit the report of

such energy audit fo the Commission within three months of the issue of this Order.

7.17.6 Voluntary Separation Scheme

(Ref. Section 3.3.2 and 2.35.12) The Commission directs the Petitioner to incorporate the details of
actual date of superannuation of employees who opted for VSS in the estimated savings from VSS

and submit the same to the Commission
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7.17.7 Loss on retirement of assets

(Ref. Section 3.5.1) The Commission directs the Petitioner to file a separate Pefition fo the
Commission within one month of the issue of this Order providing the details of the assets that are
to be retired. The Petition shall include complete details with respect to each asset proposed to be

retired including whether it was authorized by the Commission to replace the said asset

7.17.8 Asset Capitalisation

(Ref. Section 3.8.2) The Petifioner is directed to submit the complete details of assets capitalised
during FY 2004-05 for the approval of the Commission within one month from the date of issue of
this Order.

7.17.9 Break-up of opening block of assets and assets capitalised during the year

(Ref. Section 3.9.2.2)

The Petitioner is directed to submit the break-up of opening block of assets and assets capitalised
during the year as per the classification specified in the said Appendix Il while submitting the
Petition for FY 2006-07.

7.17.10 Depreciation
(Ref. Section 3.9.2.1) The Commission directs the Petitioner to provide pro-rata depreciation
considering actual usage/operation (in number of days) of asset during the Financial Year.

7.17.11 Capital Investments

(Ref. Section 3.11.2.2) The Commission directs the Peftitioner to ensure that the individual schemes
of capital expenditure submitted to the Commission for the Commission’s approval should indicate

the gestation period of each scheme.

7.17.12 Installation of meters capable of recording kVAh consumption

(Ref. Section 5.3.2) In case where the meters capable of recording kVAh consumption have not
been installed for NDLT and SIP consumers with sanctioned load above 10 kW, the Commission
directs the Petitioner to install the meters capable of recording kVAh consumption within 60 days

from the date of issue of this Order and report the compliance to the Commission.

7.17.13 Oil cooled transformers

(Ref. Section 5.4.10)

The Commission directs the petitioner to provide the details of oil filled oil cooled fransformers

installed by them in residential/commercial buildings.
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7.17.14 Cost Audit

The Govt. of India has prescribed Cost Accounting Record Rules for electricity industry under which
electricity utilities are required to maintain records to show their costs and other details. The
Commission, therefore, directs that this Rule be complied with by the Licensee and separate

accounts be maintained and submitted to the Commission since the infroduction of these Rules.
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8. Tariff Schedule for FY 2005-06

8.1 Definitions

Act shall mean the Delhi Electricity Reform Act, 2000.

Supply Act shall mean the Electricity (Supply) Act, 1948.
Electricity Act shall mean the Indian Electricity Act, 19102003.
Commission shall mean Delhi Electricity Regulatory Commission.

Licensee or license Holder shall have the same meaning as provided under clause (f) of

subsection (1) of section 2 of the Act, its predecessor and successor entity(ies).
Rules shall mean Indian Electricity Rules, 1956.

Regulations shall mean the Regulations framed by the Commission.

Order(s) shall mean the Tariff Order(s) issued by the Commission from time to fime.
Schedule shall mean this Tariff Schedule.

Consumer shall mean any person who is supplied with energy by licensee or the Government or by
any other person engaged in the business of supplying energy fo the public under the Act or any
other law, for the time being in force, and includes any person whose premises are for the fime
being connected for the purpose of receiving energy with the works of the licensee, the

Government or such other person, as the case may be.

Premises shall mean land or building or part thereof in respect of which separate meter or metering

arrangements have been made by the licensee for supply of electricity.
Domestic Premises means premises for bonafide residential purposes.

Industrial Premises shall mean premises, including the precincts thereof, in any part of which an

industrial activity is carried on.

Non-Domestic Premises shall mean all premises other than domestic, industrial or agricultural

premises unless otherwise stated.
Billing Cycle shall mean the period for which the bill is raised.

Connected load shall mean the sum of the rated capacities of all energy consuming apparatus
duly wired and connected fo the power supply system of licensee including portable apparatus in
the consumer’s premises. Further, connected load shall be calculated after allowing a tolerance of
5%.

The connected load shall not include the load of spare plug sockets, standby or spare energy
consuming apparatus installed authorisedly, through change over switch, which cannot be

operated simultaneously and load exclusively meant for fire fighting purposes. The equipment
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which is under installation and not connected electrically, equipment stored in
warehouse/showrooms either as spare or for sale is not to be considered as “connected load”.
Either heating or cooling use of these apparatus/loads shall be taken into account as per
prevailing season (i.e. 15t April to 30" September for cooling use and 15t October to 315t March for

heating use).

Connected load shall be used only for the purpose of assessment in case of direct theft or

dishonest abstraction of energy or unauthorized use of energy.

Sanctioned Load shall mean the load in kW/HP (kilo Watt/Horse Power) for which the licensee has

agreed to supply from time to fime subject to the governing ferms and conditions.

However, the sum of the rated capacities of all energy consuming apparatus duly wired and
connected fo the power supply system including portable apparatus in the consumer’s premises
as also the load of all spare plug sockets is required to be got sanctioned. The load of 15-ampere

plug sockets shall be taken as 500 watts and that of 5-ampere plug socket as 60 waftts.

Change-over switch: The consumer shall be allowed the installation of change-over switch with the
permission ofprior informatiotimation in writing fo the licensee, subject to the condition that the
details of such energy consuming apparatus connected through change-over switch shall be
specifically mentioned in the Test Report submitted by the consumer and verified as such at the
time of release of load or any time thereafter. The higher of the capacities of these two energy

consuming apparatus shall be taken intfo account while computing the connected load.
Contract Demand shall mean:

(a) The demand in kVA (kilo Volt Ampere) as provided in the agreement, for which the licensee
makes specific commitment to supply from time to time subject to the governing terms and

conditions. In any case, it shall not be less than 60% of the sanctioned load.
or;

(b) Where contract demand has not been provided in the agreement it shall be sanctioned load
or declared confracted load, whichever is higher, divided by actual average power factor

recorded during the billing cycle.

Maximum Demand shall mean the highest average load measured in kVA during any consecutive
30 minutes period of the billing cycle and shall be taken as the reading indicated by maximum

demand indicator in kW or kVA whichever is applicable.
Billing Demand shall mean highest of the following
i) The confract demand,

i) The maximum demand indicated by the meter during the billing cycle.

8-2 Delhi Electricity Regulatory Commission




Tariff Schedule for the Year 2005- 06

Demand Charges shall mean the amount chargeable for the biling cycle based upon the biling
demand in kVA.

Fixed Charges shall mean the amount chargeable for the biling cycle based upon sanctioned

load..

Energy Charges shall mean the charges for energy actually taken by the consumer in kWh (kilo
Watt Hour) orand kVARh (kilo Volt Ampere Reactive Hour), wherever applicable, in any billing

cycle. This is in addition to demand/fixed charges, wherever applicable.

Two Part Tariff: The two-part tariff, where applicable, shall comprise of the demand/fixed charges,

as the case may be, plus energy charges payable together for the billing cycle.

Average Power Factor: The average power factor shall be taken as the ratfio of the kWh to the

kVAh (kilo Volt Ampere Hour) supplied during the period.

Average Power Factor: The average power factor shall be taken as the rafio of the kWh to the

kVAh (kilo Volt Ampere Hour) supplied during the period.

Continuous Industries: The industries, which have been considered as continuous for grant of

exemption from peak load hours restrictions.

Words or expressions occurring in this Schedule and not defined herein but defined in the Act
/Supply Act/Electricity Act/Rules/Regulations/Orders shall bear the same meaning as in the Act/
Supply Act/ Electricity Act/ Rules/ Regulations/ Orders.

8.2 Violation of provisions of Schedule

8.2.1 Change of category from LT (Low Tension) Non-Domestic Low Tension/Small Industrial Power
(NDLT/SIP) to HT (High Tension) Mixed Load High Tension/Large Industrial Power (MLHT/LIP)
due to unauthorised load

Levy/withdrawal of bulk supply tariff

The cases of change of category from NDLT /SIP (Non-domestic Low Tension/Small Industrial Power)
to MLHT/LIP (Mixed Load High Tension/Large Industrial Power) due to unauthorised load shall be

dealt with as under:

i) In case the connected load including lighting, fan and power load of the otherwise LTMaximum
Demand as indicated by Maximum Demand Indicator (MDI) of NDLT/SIP connection is found to be
more than 1000 kWkKWVA, the bulk tariff (MLHT/LIP) under relevant category on LT (400 V) shall be
charged for six months aftertill the load is brought within SIP/NDLT limit and. so verified by the

licensee on payment of necessary charges by the consumer for six months thereafter.

In such cases, the biling demand will be freated as sanctioned load or maximum demand,

whichever is higher.
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iif) The above tariff will be levied for six months prior to date of detection refrospectively, unless
conclusive evidence, fo the satisfaction of the licensee, is produced by the consumer to

substantiate that excess load beyond 100 kW was connected afterwards.

iii) If during any subsequent inspection, within a year of previous inspection for verification of load
and withdrawal of bulk tariff, the connected load is again found to be more than 100 kW, the bulk

supply category of tariff shall be imposed again from the date of previous withdrawal.

8.2.2 Use of electrical load for category of use other than sanctioned category

i) Use of electrical load for category of use other than that for which it was sanctioned shall be

considered as violation of the provisions of Schedule, e.g.:
a) Domestic connections used for non-domestic or industrial purposes
b) Non-domestic connection used for industrial purposes.
c) Agriculture connection used for domestic, non-domestic, industrial or farmhouse etc.
d) Industrial connection used for non-domestic purposes

ii) In the above case, total consumption shall be treated as consumption under category of use
and the consumer shall be billed at a penal rate equivalent to one-and-half times the tariff
applicable for the relevant category of actual use with retrospective effect for the past three
(3) months for domestic and agricultural categories and for six [6] months for all other
categories reckoned back from the date of detection unless evidence to the confrary is
produced by the consumer.. Licensee shall issue nofice to consumers for completion of
commercial formalities such as additional security deposits etc for change in category of
usage. The above penal tariff shall be applicable fill the consumer completes the commercial
formalities fo get the change of category regularized; thereafter, normal tariff for the

applicable category shall be levied.

iii) The application of Tariff category mentfioned above would have refrospective effect for the
past six three (63) months for domestic and agricultural categories and for six [6] months for all
other categories reckoned back from the date of defection unless evidence to the confrary is

produced by the consumer.

iliv) Application of such Tariff shall be continued in the subsequent bills. However, where consumer
pays the requisite Inspection Fee with a request for change of such tariff to that of use of the
connection as per the original sanctioned category, to the satisfaction of the licensee, the
category of tariff shall suitably be changed after verification, from the date of consumer’s

request.
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8.2.3 Cases not to be treated a violation of Schedule

The following shall not be treated as violation of the provisions of the Schedule:

i) In case of domestic/non domestic connection(s), extension of supply from the live connection to
other portion of the building/plot including for servant quarters, garages or for certain activities
covering social requirements relating to religious functions, sports etc. in residential areas so long as
the supply is not extended fo any portion for which connection has been disconnected due fo non

payment of dues and there is no change in the category of use.

ii) In industrial premises where the supply is used by one or more persons where partition in business

takes place or division in the family occurs.

iii) Loads of separate connection in one premises shall not be clubbed for classification under LIP if
such connections are in the name of different entities having separate MCD license and being

used for different proposes.

iv) Loads of separate connection in two distinct adjacent premises (with different addresses in
local body records) which are not intermixed shall not be clubbed for classification under LIP even

if such premises are being used by the same entity.

v) Supply to activities incidental to main activity, for example supply fo chemist shop in nursing
homes and hospitals, tea shop/canteen shop, canteen, /employees' cooperative store,
dispensaries, retail outlets of own products etc. in an industry, puncture shop in petrol pumps etc.
provided that the load for such activities remains within 10% of the sanctioned load or 10 kW,

whichever is less.

vi) Professionals such as Doctors, Engineers, Lawyers, CA'’s, Journalists and Consultants practicing
from their residence irrespective of location provided that such use shall not exceed 25% of the

area of the premises or 50 Sq. meters, whichever is less.

vii) For cottage industries operating in residence by family members only, where electricity is not
used for processing/manufacturing of goods such as repair of shoes by cobbler, Dhobi where
ironing of clothes is not done by electricity, stitching/knitting if machines are not operated with

electricity, etc.

v) In industrial premises where up to 10% of the sanctioned load or 10 kW whichever is less, is used
for domestic/non-domestic purposes by any agency even other than the registered consumer

provided that the main industrial activity for which the connection was sanctioned continues.

8.3 Provisions for Assessment of Energy in existing Tariff Schedule

The theft of electricity shall be charged as per provisions of Performance Standards (Metering &
Biling) Regulations as amended from time to time. Formula for assessment of consumption of

energy as per the existing Regulation is as under:
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8.3.1 Assessment of Energy in cases of theft in permanent connections

Energy consumption assessment formula
Units assessed =L x D x H x F where

i) L =Load (Sanctioned or Connected whichever is higher) in kW where kWh rate is applicable and

in kVA where kVAh rate is applicable

i) D is working days per month, during which theft/pilferage is suspected and shall be taken for

different categories of use as below:

a) Continuous industry 30 days
b) Non-continuous industry 25 days
c) Domestic use 30 days
d) Agriculture 30 days

e) Non-Domestic (continuous)viz. Hospitals, call center,s hotels

and restaurants, guest houses, nursing homes, petrol pumps 30 days
f) Non domestic (general) i.e. other than (e) 25 days

iii) H is use of supply hours per day, which shall be taken for different categories of use as below:

a) Single shift industry (day/night only) 10 hrs.
b) Non-continuous process industry (day & night) 20 hrs.
c) Continuous process indusfry 24 hrs.
d) Non-domestic (general) including restaurants 11 hrs.
Hotels, hospitals, nursing homes guest houses, petrol pumps 20 hrs.
e) Domestic 8 hrs.
f) Agriculture 10 hrs.

iv) Fis load factor, which shall be taken for different categories of use as below:

a) industrial 60 %
b) non-domestic 60%
c) domestic 40%
d) agriculture 100%
e) direct theft 100%
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8.3.2 Assessment of Energy in cases of theft in Temporary Connections

Theft of energy detected during marriages and other occasions for temporary connections shall

be assessed as under :
Units assessed = L x D x H, where

L = load (connected or sanctioned load whichever is higher) in kW where kWh rate is applicable

and in kVA where kVAh rate is applicable
D = No. of days for which supply is used
H =12 hours

Note: i) In case the assessing officer has reasons to substantiate higher consumption pattern, other
than proposed above in a particular case, it could be worked out giving reasons in his

report. The competent authority will pass speaking orders.

ii) The working hours for purpose of assessment in the cases of bonafide domestic use for
operating domestic water pump, washing machines and petty domestic appliances etc.
shall not be considered for more than one hour working per day on 100% load factor and
microwave ovens, hair dryers and petty domestic appliances with capacity less than 200

watts e.g. mixers, grinders shall not be taken into account.

8.4 Application

The confract demand as per existing agreement shall be freated as deemed enhanced by the
excess connected load declared by the consumer and accepted against the specific scheme

announced by licensee.

8.4.1 Electricity taxes and other levies

The rates stipulated in the Schedule are exclusive of electricity tax and other taxes and charges, as
levied from time to time by the Government or any other competent authority, which are payable

extra.

8.4.2 Non-payment of bills

Non-payment of the bills including the supplementary bills on the due dates specified thereon shall
be deemed to be breach of contract and would, therefore, atftract penal action including
disconnection of supply under the provisions of  Act/Supply Act/  Electricity

Act/Rules/Regulations/Orders.

8.4.3 Surcharges

All surcharges shall be levied on the basic tariff applicable to the category of use or category of

sanction, whichever has higher tariff.
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8.4.4 Payments

In the event of the electricity bill rendered by the licensee, not being paid in full within the time
specified on the bill, a surcharge @ 1.5% on the principal amount of bill which has not been paid
shall be levied for each 30 days successive period or part thereof until the payment is made in full
without prejudice to the right of the licensee to disconnect the supply after due date in the event
of non-payment in accordance with section 24 56 of Electricity Act. This will also apply to
temporary connections, where payment of final bill amount after adjustment of consumption

deposit, is not made by due date.

8.4.5 Interpretation/clarification

In case of doubt or anomaly, if any, in the applicability of tariff or in any other respect, the matter

will be referred to the Commission and Commission’s decision thereon shall be final and binding.
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8.5 Tariff for the year 2005-04

Fixed Charges Energy Charges
Category (on sanctioned Load)
1.1 J J Clusters Rs 175 / Month
Load Fixed Units/ month Paise/kWh
(kW) Charges
1.2 Domestic Lighting/Fan and Power Up to -2 24/mth 0-200 240
>2-5 60/mth 201-400 390
Above 5 12/kW/mth | Above 400 460
1.3 Domestic Lighting /Fan and Power on Rs 12/ kW/mth Consumption Energy Chorgzes
o 11 kV single delivery point for CGHS and /month (Paise/kWh)
£| other similar group housing complexes!
o
£ First 44.4% 240
2 Next 44.4% 390
- Next 11.2% 460
1.4 Domestic Lighting/Fan and Power
Connections in unelectrified Left Out
Pockets.
Plof sizes:
i) up to 50 Sq. yds. Rs 264/ mth
ii) between 50-100 Sqg. yds. - - Rs 384/ mth
iii) between 101-150 Sg. yds. 3 - Rs 504/ mth
iv) between 151-200 Sq. yds. - - Rs 699/ mth
v) more than 200 Sqg. yds. only through - - Same as 1.2
installation of meters by Licensee
Category Fixed Charges? Demand Charges* Energy Charges
(paise/kWh)
2.1.1 Non-Domestic (Low Tension)5-NDLT-| -
f) Up to10 kW Rs 50/kW/mth 535 paise/kWh
2 9) > 10 kW to 100 kW Rs 50/kW/mth 487 paise/kVAh¢
(%]
g 2.1.2 Non-Domestic Light/Power on 11 kV
no Single Delivery Point for Commercial Rs 50/kW/mth 414 paise/kVAh
& Complexes-NDLT-II
z° 2.2 Mixed Load (High Tension) >100kW-
il MLHT
a) Supply on 11 kV - 150 /kVA/mth 490 Paise/kVAh?
b) Supply on LT (400 Volts) 200 /kVA/mth 564 Paise/kVAh
3.1.1 Small Industrial Power < 100 kW- SIP
a) Uptol0kw Rs 50/kW/mth 500 paise/kwh
k] b) >10kW to 100 kW Rs 50/kW/mth 435paise/kVAh¢
-g 3.1.2 Industrial Power (SIP) on 11 kV Single .
| Delivery Point for Group of SIP Consumers Rs 50/kw/mth 370 paise/kVAh
| 3.2 Large Industrial Power>100 kW LIP
a) Supply on 11 kV ) 150/kVA/mth 430 Paise/kVAQ?
b) Supply on LT (400 Volts) ) 200/kVA/mth 495 Paise/kVAh

Delhi Electricity Regulatory Commission
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Fixed Charges

b) more than or equal to 16 days

Same as that of
relevant
category

Same as that of

relevant category

Category (on sanctioned Energy Charges
Load)
4. Agriculture 12 - 150 paise/kWh
5. Mushroom cultivation 24 - 300 paise/kWh
Maintenance
Charges
Rs/light Energy Charges
6. Public point/month
Lighting 6.1 Street Lighting 73 y 450 pise/kWh
6.2 Signals & Blinkers - - 460 paise/kWh
Capacity-
7. Railway Tractiong (other than DMRC) blockage-fixed Rs 150/kVA/mth 375 paise/kVAh
charges?
8. Delhi Metro Rail Corporation (DMRC) Rs 75/kVA/mih 230 Paise/kVAh
(220 kV) - .
(66 kV) Rs 75/kVA/mth 230 Paise/kVAh
9.1 for a total period of
a) less than 16 days 50% of the 50% of relevant higher by 30%
relevant category (?em o);or °
category P Y

surcharge) of the
relevant category
of tariff

domestic tariff

9.4 for major consfruction projects

Same as that of
relevant
category

Same as that of

relevant category

Same as that of
relevant category
with femporary
surcharge of 30%

2

% 9.2 for residential cooperative group Scumrglg\s/gf:ﬁf of ; without any

Sl housing connections temporary

‘; category surcharge 10

8| 9.3 forreligious functions of traditional Same as 1.2

8_ and established characters and cultural Same as 1.1 - without temporary
€| activities surcharge

™4

ol

9.5 for threshers
a) during the threshing season for
30 days
b) for extended period

Electricity fax of
MCD: Rs. 150
per connection

Flat rate of Rs. 3000

On pro-rata basis
for each week or
part thereof

Notes of Superscripts

1 In case of co-operative societies having independent connection for common facilities through separate
meter, energy charges for such connection shall be billed at highest slab tariff for domestic category.

2 Rebate of 15% admissible on notified tariff

3 Fixed charges are to be levied on sanctioned load or MDI reading, whichever is higher, on per kW or part
thereof basis. Where the MDI reading exceeds sanctioned load, a surcharge of 30% shall be levied on the
fixed charges corresponding to excess demand in kW for such billing cycle.

4 Where the MDI reading exceeds confract demand, a surcharge of 30% shall be levied on the demand
charges corresponding to excess demand for such billing cycle

8-10
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5 The following categories shall be billed at domestic rates indicated at category 1.2 if such premises are used
exclusively for the purpose specified below:
. Dispensary/Hospitals/Public Libraries/School/Working Women's hostel/ Orphanage/ Charitable homes
run by the MCD or the Government of the NCT of Delhi
e Small Health Centres approved by the Department of Health, Government of NCT of Delhi for
providing Charitable Services only.
e Recognized Centres for welfare of Blind, deaf and dumb, Spastic children, Physically handicapped

persons as approved by the Government of NCT of Delhi

. Places of Worship

. Cheshire homes/orphanage

»  Electric crematoriums

6 Where kVAh meters have not been provided, kVAh consumption shall be estimated assuming average

power factor of 0.87during the period of direction indicated in the order.

7 Additinal rebate of 2.5% on the energy charges on 11 kV rates for availing supply at 33/66 kV and 4% for
supply at 220 kV shall be admissible.

8 Based on the supply being given through a single delivery and metering point at single voltage

9 Rs. 1260 x (2.97A + 5) where A is confract/maximum demand, whichever is higher, in MVA subject to a

minimum of Rs. 25000

10 from the date of payment of their payable share in full towards electrification cost. Normal tariff available

after one year

Other Terms & Conditions of Tariff

Category Availability Character of Service
i) Available to residential consumers, hostels of
recognised/aided educational institutions; stair case
lighting in residential flats, compound lighting, liffs &
water pumps etc. for drinking water supply and fire
fighting equipment. In cooperative group housing
societies etc. for bonafide use of lighting/fan and
1.1 Domestic Eicle dlivery porn for combmed fahington & | AC S0z sngle
Lighting/Fan and phase, 230 Volts
Power (Single Delivery power. it f AC 50 Hz, three phase,
Point and Separate g) Wherg s.epo.rofe metergger O.“ erent K. NOS." or 400 Volts for loads
Delivery Points/Meters) Qmeshc lighting/fan and dpmeshc power, are in beyond 10 kW
existence at the same premises, the biling shall be
o done under domestic category for total consumption
= of all such connections/meters taken together.
g i) Available, for loads upto 21 kW, to farm houses for
o bonafide domestic self use and bounded farm houses
a having minimum 50% of the total land for
- agriculture/vegetable cultivation.
1.2 Domestic Lighting Same as 1.1(i) and for CGHS flats and loads above 100 AC 50 Hz, .Three phase,
/Fan And Power on 11 . L 11 kV on single
. . N kW in case of individual ) .
kV single delivery point delivery point
1.3 Domestic
Lighting/Fan And
Power Connections In Available to residential consumers for tfemporary
Regularised/ electricity connection on single phase system of .
- . ) : AC 50 Hz, single
Unauthorised Colonies, | supply. As and when licensee installs energy meters, ohase, 230 Volts
Left Out Pockets and the energy charges shall be payable as per the tariff !
Villages both applicable to relevant category of supply.
Electrified and
Unelectrified
\ Available to all consumers having load (other than the | AC 50 Hz, single
§| 2.1.1 Non-Domestic industrial load) upto 100 kW for lighting, fan & phase, 230 Volts up to
; (Low Tension) — NDLT-I heating/cooling power appliances in all non-domestic 10 kW load.
N establishments as defined below : AC 50 Hz, 3 phase, 400

Delhi Electricity Regulatory Commission
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Category

Availability

Character of Service

i) hostels

ii) schools/colleges

iii) auditoriums

iv) hospitals, nursing homes/diagnostic centres

v) railways (other than traction)

vi) hotels and restaurants

vii) cinemas

viii) banks

ix) petrol pumps

x) all other establishments, i.e., shops, chemists, tailors,
washing, dyeing efc. which do not come under the
Factories Act.

xi) caftle farms, fisheries, piggeries, poultry farms,
floriculture, horticulture, plant nursery

xii) farm houses being used for commercial activity
xiii) any other category of consumers not
specified/covered in any other category in this
Schedule

Volts for loads above
10 kW and upto 100
kW

2.1.2 Non-Domestic
Power on 11 kV Single
Delivery Point for
Commercial
Complexes-NDLT-II

Available to commercial complexes having load more
than 100KW for group of consumers for their lighting,
fan, heating/cooling power appliances for non-
domestic use.

AC 50 Hz, 3 phase, 11
kv

2.2 Mixed Load (High
Tension)-MLHT

a) Supply on 11 kV
b) Supply on LT (400

Available to consumers having load (other than
industrial load) above 100 kW for lighting, fan,
heating/cooling and power appliances in
Domestic/Non-Domestic establishments including

AC 50 Hz, 3 phase, 11
kv

Volts) pumping loads of Delhi Jal Board /DDA/MCD and AC 50 Hz, 3 phase, 400
supply fo Delhi Metro Rail Corporation (DMRC) Ltd. for Volts
their on going construction projects etc. Supply af
extra high voltage (33 kV and more) may also be
given
AC 50 Hz, single
3.1.1 Small Industrial Available to Industrial consumers with load up to 100 phase, 230 Volts
Power (SIP) kW including lighting, heating and cooling load. AC 50 Hz, 3 phase, 400
Volts.
_| 3.1.2 Industrial Power
[+] o . . .
£ (SIP.) onll I'<V Single On S{ngle delivery powﬁ fgr.group of SIP consumers AC 50 Hz, 3 Phase, 11
4| Delivery Point for provided load of any individual consumer does not KV
Y Group of SIP exceed 100 kW
«_Consumers
3.2 Large Industrial
) Available as primary power fo large industrial AC 50 Hz, 3 phase, 11
Power (LIP) . - .
a) Supply on 11 kV consumers having load above 100 kW including kV
lighting load. Supply atf exira high voltage (33 kV and AC 50 Hz, 3 Phase, 400
b) Supply on LT (400 )
more) may also be given Volts
Volts)
Available forload up to 10 kW for tube wells for
4. Agriculture imigation, threshing, and kutti-cuting in conjunction AC 50 Hz, Single
A9 with pumping load for irrigation purposes and lighting Phase, 230 Volts
load for bonafide use in Kothra.
Available for mushroom growing/cultivation upto 100 AC 50 Hz, 3 Phase, 400

5. Mushroom cultivation

kKW.

Volts up to 100 kW

%) . _ . .
= Available to all street lighting consumers including .
§ 6.1 Street lighting MCD, DDA, PWD/CPWD, Slums department ?fofg,'fs’(f@g'i
[ :
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Category

Availability

Character of Service

6.2 Signals & Blinkers

Available for traffic signals and blinkers of Traffic Police

AC 50 Hz, Single
Phase, 230 Volts

7. Railway Traction (other
than DMRC)

Available for railway fraction for connected load
above 100 kW.

AC 50 Hz, single
phase, 220/66/33 kV
AC 50 Hz, 3 Phase,
220/66/33 kV

8. Delhi Metro Rail
Corporation

Available to Delhi Metro Rail Corporation (DMRC) (nof
for construction projects)

AC 50 Hz, 3 phase,
220/66 kV

9.1(a) for less than 16
days

9.1(b) for more than or
equal to 16 days

Available as temporary connection under the
respective category

9.2 for residential
cooperative group
housing connections

Same as that of relevant category

9.3 for religious
functions of traditional
and established
characters and
cultural activities

9.Temporary Supply

Provided for religious functions of traditional and
established characters like Ram lila, Dussehra,
Janmashtami, Nirankari Sant Smagam, Gurupurb,
Durga Puja, Id, Christmas celebrations, Easter,
Pageants and cultural activities like NCC camps,
scouts & guides camps etc. (normally for a period less
than 10 days and extendable upto days

9.4 for major
construction projects

With loads more than 10 kW

9.5 for threshers

During the threshing season

AC 50 Hz, single
phase, 230 Volts

AC 50 Hz, 3 phase, 400
Volts,

AC 50 Hz, three phase,
11 kV

Delhi Electricity Regulatory Commission
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