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A. Background

(1) Regulation 3 of the DERC (Terms and Conditions for Determination of Tariff)
Regulations, 2017 notified on 31/01/2017, had specified that:

“The Commission shall notify Business Plan Regulations for each Control

Period based on the Business Plan submitted by the Utility which shall be read

as part of these Regulations.”

(2) Accordingly, in exercise of the powers vested under Sections 61 and 181 (2) of
the Electricity Act, 2003 (hereinafter referred to as “Act”) and all other enabling
powers and in compliance of the requirement under Section 181 (3) of the Act,
the Commission had uploaded the draft of DERC (Business Plan) Regulations,
2023 along with Explanatory Memorandum, Draft DERC (Terms and Conditions
for Determination of Tariff) (First Amendment) Regulations, 2023 and Draft
DERC REC-RPO (First Amendment) Regulations, 2023 on its website
http://derc.gov.in.

(3) The Commission had wuploaded the Public Notice for inviting
comments/suggestions on the Draft Regulations on the Commission’s website
http://derc.gov.in/. The last date for submission of comments from
stakeholders on the said Regulations was till 14/02/2023 which on the
request of stakeholders was extended firstly till 28/02/2023 and later on till
06/03/2023.

(4) In order to ensure wide coverage of Public Notice, the Commission apart from
uploading on DERC website, published the Public Notice in the leading
newspapers of various languages like Hindi, English, Urdu and Punjabi for
enabling consumer to provide their comments/ suggestions. The details of the

same is as follows:

LG e GG List of Newspaper in which
Public Notice Issued published in . pap n
Public Notice published
Newspapers
First Public Notice issued on | 19/01/2023 1. Hindustan Times
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Datejof Lublicotice List of Newspaper in which
Public Notice Issued published in . pap .
Public Notice published
Newspapers

13/01/2023 with last date of 2. The Times of India
comment on 14/02/2023 3. Indian Express

4. Navbharat Times

5. Punjab Kesari

6. Sahafat

7. Educator
Second Public Notice issued on | 17/02/2023 1. Hindustan Times
14/02/2023 with last date of 2. The Times of India
comment on 28/02/2023 3. Indian Express

4. Navbharat Times
gt‘g:ehold?:fse rslz;Zestiorl:: sed on 5. Punjab Kesari

: 6. Sahafat

7. Educator
Third Public Notice issued on | 03/03/2023 1. Hindustan Times
28/02/2023 with last date of 2. The Times of India
comment on 3/03/2023. 3. Indian Express

4. Navbharat Times
?&t:ehold?:fse 'slg;sestiorl:: sed o i Purjab Kesarg

: 6. Sahafat
7. Educator

Copies of such newspapers pages are attached as Annexure-I.

(5) Further, the Commission also conducted State Advisory Committee (SAC)
meeting on 10/03/2023 (virtually) and Comments / Suggestions on Draft
DERC (Business Plan) Regulations, 2023; Draft DERC (Terms and Conditions for
Determination of Tariff) (First Amendment) Regulations, 2023 and Draft DERC
(Renewable Purchase Obligation & Renewable Energy Certificate Framework
Implementation) (First Amendment) Regulations, 2023 were discussed with SAC

members. (Copy of the SAC minutes is attached as Annexure-II)

(6) After considering the comments of all stakeholders, the Commission notified

DERC (Business Plan) Regulations, 2023 on 6/04/2023.

(7) This Statement of Reasons (SOR) is being issued with the intent of explaining
the rationale and objective behind finalization of DERC (Business Plan)
Regulations, 2023 after considering the stakeholders’ Comments. However, in
case of any deviation/discrepancy in the SOR with respect to DERC (Business

Plan) Regulations, 2023, the provisions of DERC (Business Plan) Regulations,
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2023 shall be applicable.

(8) The Officers of the Commission have been relied upon for carrying out the
research /due diligence on the available information for preparation of SOR on

DERC (Business Plan) Regulations, 2023.

(9) In line to the Regulation 93 of the DERC (Terms and Conditions for
Determination of Tariff) Regulations, 2017, Commission has derived the
Operation and Maintenance Expenses for the Control Period on the basis of
audited Operation and Maintenance Expenses for the last five Financial years.
However, in case of Generating Companies, Commission has considered the
expenses of FY 2015-16 to FY 2019-20 to determine the Operation and
Maintenance Expenses for the Control Period as Audited Accounts as well as
Cost Audit Reports are not available for the FY 2020-21 and FY 2021-22. For
other parameters like Distribution Loss, Inflationary Growth Rate, Return on
Equity, etc. suitable/required information has been derived by considering the

FY 2020-21 and FY 2021-22 also.

(10) The Stakeholders’ comments along-with the Commission’s views on various
Regulations of the DERC (Business Plan) Regulations, 2023 are detailed out

further in this document.
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PART I - COMMON ISSUES

B. Regulation 3, 12 & 20 - Rate of Return on Equity
“Regulation 3 - Rate of Return on Equity
Return on Equity in terms of Regulation 4(1) of the DERC (Terms and

Conditions for Determination of Tariff) Regulations, 2017 for Generating
Entity shall be computed at the Base Rate of 13.00% on post tax basis:
Provided that the Equity for the purpose of Return on Equity shall be
lower of the Normative Equity determined as per Regulation 63 of the DERC
(Terms And Conditions For Determination of Tariff) Regulations, 2017 or

Equity available as per Audited Financial Statement of the relevant year.

Regulation 12- Rate of Return on Equity

Return on Equity in terms of Regulation 4(1) of the DERC (Terms and
Conditions for Determination of Tariff) Regulations, 2017 for Transmission
Licensee shall be computed at the Base Rate of 13.00% on post tax basis:

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

year

Regulation 20- Rate of Return on Equity
(1) Return on Equity in terms of Regulation 4(1) of the DERC (Terms and

Conditions for Determination of Tariff) Regulations, 2017 shall be computed
at the Base Rate of 14.00% on post tax basis for Wheeling and Retail
Business as a whole.

Provided that the Commission shall determine Return on Equity
separately for Wheeling and Retail business when such activities will be

performed by different entities.

(2) Carrying Cost: Return on Equity in terms of Regulation 2(16) of the DERC

(Terms and Conditions for Determination of Tariff) Regulations, 2017 shall
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be considered at Base Rate of Return on Equity minus One (1.00%) percent
i.e., 13.00% on pre-tax basis for computation of Weighted Average Rate of
Interest for funding of Regulatory Asset/Accumulated Revenue Gap through
70% Debt and 30% Equity.

(3) The Equity for the purpose of Return on Equity for Wheeling and Retail
Business shall be lower of the Normative Equity determined as per
Regulation 63 of the DERC (Terms And Conditions For Determination of
Tariff) Regulations, 2017 or Equity available as per Audited Financial
Statement of the relevant year:

Provided that balance Equity after funding requirement of
capitalisation as per Audited Financial Statement shall be first utilised
towards funding of accumulated Revenue Gap and thereafter investments, if

»

any.

STAKEHOLDERS’ COMMENTS/SUGGESTIONS
IPGCL & PPCL

a) The Rate on Equity (RoE) determined @ 10% on post tax basis is on
lower side and is not commensurate with the prevailing financial stress
in the Power Sector.

b) CERC in its Tariff Regulations 2019 has allowed RoE @ 15.5 % post tax.
Comparing with other SERCs e.g. HERC, PSERC, RERC, MERC etc. they
have considered wherein in the range of 14% to 15.5 % post tax.

c) The Commission is requested to consider allowance of RoE @ 15.5%

post tax in line with CERC and other SERCs.

DTL

d) The RoE have drastically reduced from 14% to 10% per annum based
on CAPM model. Such reduction will have a major impact on the
profitability of DTL and will de-incentivize the investors/DTL to remain
invested in the Transmission business which will giving return in parity
with the Debt Market. With the reduced RoE and no direction on

recovery of dues (such as wheeling charges & Late Payment Surcharge)
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payable to DTL, it will become practically impossible for DTL to continue
to run as a going concern.

e) There is no plausible justification given in the Explanatory
Memorandum for significant reduction of 4% in RoE whereas CERC
provides for a RoE of 15.5% for the transmission system as per their
Tariff Regulations, 2019.

f) DERC’s reliance on CAPM is misplaced as it based on a mere
assumption of data (such as market return data) and not actuals.
Additionally, DERC while calculating the market Beta has taken into
consideration only a certain set of Companies like NTPC, NHPC etc.
Further, the Commission has arbitrarily taken a different timeframe
ascertaining the market return i.e. from April 2012 till March 2022 (10
years) and for Risk free return from FY 2019-20 to FY 2021-22 (3 years).
DTL submits that BSE Sensex is subjected to lot of volatility due to
recent outbreak of Covid pandemic and various political and geo
political events. Further, the Commission has not considered the
companies namely, Adani Power, Adani Transmission, Reliance Infra
while calculating the Beta for CAPM which are having more

Capitalization share.

NDMC

g) The reduction in RoE will impact DISCOMs health and will ultimately
hurt the consumers in NDMC area by hitting maintenance of
Distribution System. Further, DISCOMs have to face unforeseen

expenses also which can’t be claimed in any.

BRPL & BYPL

h) The Commission has considered the RoE for all three business i.e.
Generation, Transmission and Distribution at the same level of 10%
without appreciating the nature of the businesses and the associated

risks & challenges.
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i)

j)

k)

The Commission in line with Clause 5.11(a) of Tariff Policy, 2016 is
bound to follow the rate determined by the Hon’ble CERC, with
appropriate modifications for the distribution business that may be
necessary, keeping in mind the risks involved therein. Further, Section
61 (a) of the Electricity Act, 2003 requires that the Commission to be
guided by the principles and methodologies specified by CERC for
determination of tariff applicable to generating companies and
transmission licensees.

The SBI MCLR rate and G-Sec rates which were on declining trend from
March 2019 to March 2022 have now increased and continue to show a
rising trend which was the reason for re-visiting the rate of RoE as
specified by the Commission in Explanatory Memorandum. The
reduction in these two basic parameters for CAPM model was due to
COVID-19 pandemic and consequent lockdowns and were not business
as usual conditions & declared as force majeure period by this
Commission.

The stakeholders have also submitted to consider the data from July,
2002 to FY 2022 (excluding the COVID-19 years) for Market Return
(Rm) and Risk Free Return (Rf) to be considered in CAPM Model.
Further, for Beta, the Commission has considered the Generating,
Transmission & Distribution Companies combined and requested to
consider the Beta of Distribution Companies for RoE for Distribution

Licensees.

TPDDL

)

The Commission has revised the RoE considering that the overall
interest rate has shown a declining trend namely the RBI Repo Rate,
Interbank Rate and SBI Base Rate/MCLR Rate during the past period.

However, there is an upward trend in these rates.

m) TPDDL have submitted that for Risk free rate (Rf), ideally the period to

be considered for computing the same in line with the period considered
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p)

q)

for computing the Market returns (Rm). Accordingly, requested to
consider the data for Rm & Rf for the past 20 years (2003 — 2023).

The Commission has utilized the levered Beta while computing the
average Beta for the computation of RoE instead of unlevered Beta
which indicates the systematic risk of the business while excluding the
risk pertaining to financial leverage. Further, the Commission has
considered the Beta for government (NTPC, NHPC and PGCIL) as well
which is not in consistency with the Delhi Distribution Licensees as
their market capitalization among the peers considered for CAPM is
more. Accordingly, TPDDL have requested to consider un-levered Beta of
entities having presence in Distribution Sector for computation of RoE
comprising of Adani, Reliance Infra, Tata Power, Torrent Power, CESC.

It is further submitted that the proposed RoE of 10% along with change
in funding of RA through 100% debt will lead to breach of various debt
covenants for the existing loan portfolio and may result in lenders
recalling their debts along with the applicable interest penalties.

TPDDL have further requested to follow the consistent approach during
the entire license period of 25 years as reduction in RoE may lead
capital flight to alternate usage in other sectors generating higher
returns thereby reducing lesser investments in  network
maintenance/expansion now. Needless to mention, such an approach
may lead to exponentially high investments later thereby increasing
consumer tariffs after license renewal. In addition, it is further
submitted that the Hon’ble Commission is governed by the provisions of
the Act and the National Tariff Policy, 2016. As per Section 61 of the
Act, Hon’ble Commission, while specifying the terms and conditions of
tariff, is to be guided by the principles as enumerated in Section 61(a) to
(i).

TPDDL have further compared the provision of RoE in CERC & other
SERCs wherein the RoE is in the range of 15.5% to 16% and other
infrastructure sectors in India like Aviation Sector, Natural Gas

Transmission.
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)

Accordingly, TPDDL have requested to approve RoE @ 16% on post tax

basis for Wheeling and Retail Business.

SAC MEMBERS

)

t)

Dr. G. C. Datta Roy (DESL) — As per the CAPM method, ROE can be
reduced with a logical approach. For Power Utilities, RoE in the range of
10 - 11% is a reasonable return.

Dr. Anoop Singh (CER) — CAPM is the standard model which is used for
determining the cost of Equity. S00 BSE companies from period 1990 to
2022 were analyzed by CER, IIT Kanpur and results for RoE under
CAPM model was highlighted as under:

¢ ROE for Conventional Generation Company — 11 %

¢ ROE for Renewable Companies - 12.5 %

¢ ROE for Distribution Companies — 12 %

u) This analysis was shared with CERC & other SERC’s. In-principle the

method followed by the Commission seems correct. Since Repo rate &
G-sec rates are changing hence, the CAPM model may be modified

appropriately.

OTHER CONSUMERS/STAKEHOLDERS COMMENTS

v)

The proposed 10% on base rate is acceptable.

w) The period considered by the Commission is a COVID period (FY 2019-

22) for Rf during when the Indian economy as well global economy had
witnessed the down trends. Rm should be considered as per NIFTY
Index rather than on BSE Index. Further, Beta should be considered as
unlevered beta rather than Ilevered beta as considered by the
Commission.

Restricting the RoE @ 10% would severely hamper the financial viability
of the existing thermal projects and future investments in thermal

power sector.
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y) The reduction of base rate of RoE as proposed by DERC in draft BPR
Regulations is entirely in dissonance with the provisions of Clause 5.3 of

Tariff Policy 2006 & 5.11 of Tariff Policy 2016.

COMMISSION’S VIEW

a) With reference to the stakeholder’s comments/suggestion regarding
increasing trend of SBI MCLR rate, Repo Rate and G-Sec rates, the
Commission has judiciously revisited the data for CAPM model
considered in draft DERC (Business Plan) Regulations, 2023.

b) The SBI MCLR rates, though were remaining down till 15/03/2022 as
considered in draft Business Plan Regulations, started to increase from

15/03/2022 gradually as follows:

SBI MCLR RATE FROM 15/03/2022 TO 15/03/2023

Date Rate (%)
15.03.2022 7.00
15.04.2022 7.10
15.05.2022 7.20
15.06.2022 7.40
15.07.2022 7.50
15.08.2022 7.70
15.09.2022 7.70
15.10.2022 7.95
15.11.2022 8.05
15.12.2022 8.30
15.01.2023 8.40
15.02.2023 8.50
15.03.2023 8.50

c) The G-Sec Rates which were in a downward trend till 2019-20, started
to increase during the subsequent period and remained so until March

2023 as considered in draft Business Plan Regulations.
G-Sec RATE FROM FY 2019-20 to FY 2022-23

Date Rate (%)
02-04-2019 7.273
01-07-2019 6.88
01-10-2019 6.664
01-01-2020 6.505
03-04-2020 6.305
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Date Rate (%)
01-07-2020 5.839
01-01-2021 5.875
05-04-2021 6.121
01-07-2021 6.039
01-10-2021 6.246
03-01-2022 6.4603
04-04-2022 6.8983
01-07-2022 7.4241
03-10-2022 7.4683
02-01-2023 7.3398
01-02-2023 7.2774
01-03-2023 7.418
23-03-2023 7.348

d) Accordingly, keeping in view the increasing trend of SBI MCLR rate, G-
Sec rates and also the current Market scenario, the data till
23/03/2023 has been considered by the Commission for arriving out Rf,
Rm and Beta component of CAPM Model.

e) Further, the Commission considering the comment of DTL has also
included Adani Power for value of market capitalisation and for
computation of Beta component for arriving out RoE. Accordingly, the

parameters for CAPM is as follows:

(i) RISK FREE RATE (RF) based on 10-year govt. bond yields from FY 2019-
20 till 23/03/2023. The average Risk free rate (Rf) based on 10-year
Indian government bond (from FY 2019-20 till 23/03/2023 works out to
be 6.55%.

(i) HISTORICAL MARKET RETURNS (RM) by considering the market
returns for the past 10 years (April 2012 — March 2022) based on BSE
Sensex data to determine the Expected rate of return (Rm). The market
returns for a period from FY 2012-13 to FY 2021-22 work out to around
13.81% as follows:

BSE SENSEX RETURN

Financial

Year Open High Low Close Returns
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Financial Open High Low Close Returns
Year
2012 15534.67 19612.18 15358.02 19426.71 25.70%
2013 19513.45 21483.74 17448.71 21170.68 8.98%
2014 21222.19 28822.37 19963.12 27499.42 29.89%
2015 27485.77 30024.74 24833.54 26117.54 -5.03%
2016 26101.5 29077.28 22494.61 26626.46 1.95%
2017 26711.15 34137.97 26447.06 34056.83 27.91%
2018 34059.99 38989.65 32483.84 36068.33 5.91%
2019 36161.8 41809.96 35287.16 41253.74 14.38%
2020 41349.36 47896.97 25638.9 47751.33 15.75%
2021 47785.28 62245.43 46160.46 58253.82 21.99%
2022 58310.09 63583.07 50921.22 60840.74 4.44%
13.81%

Source: https://www. bseindia.com/ Indices/ IndexArchiveData.html

(iii) STEP 3 - BETA for various Power Sector Companies (based on daily
returns) has been considered for the period FY 2012-13 till 23/03/2023
and Composite Beta is calculated on the basis of Market capitalisation of

various Power Sector Companies on 23/03/23, which is tabulated below.

BSE MARKET CAPITALISATION AS ON 23/03/2023

Sr.No. Scrip_Code Company Name Market Cap (Rs Cr.)
1. 532898 POWER GRID CORPORATION OF INDI 1,56,319.90
2. 532555 NTPC LTD. 1,69,061.37
3. 500400 TATA POWER CO.LTD. 64,210.35
4. 533096 ADANI POWER LTD. 78,700.84
S. 533148 JSW ENERGY LTD 41,297.81
6. 533098 NHPC LTD. 40,481.49
7. 532779 TORRENT POWER LTD. 24,845.48
8. 533206 SJVN LTD 12,162.72
9. 500084 CESC LTD. 9,093.41
10. | 513683 NLC India Limited 10,690.97
11. | 5332627 JAIPRAKASH POWER VENTURES LIMI 4,009.27
12. | 532939 RELIANCE POWER LTD. 3,847.26
13. | 333122 RATTANINDIA POWER LTD. 1,718.43
14. | 517300 GUJARAT INDUSTRIES POWER CO.LT 1,120.01

Source: https://www.bseindia.com/ static/ about/ downloads.aspx

(iv) Accordingly, the required (expected) return is shown in the following
Table:
Return on Equity- Regulated Companies
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Sr. . Composite ROE
No | Regulated | pyypota |MarketCap | Daiybetax | U5 | paily Beta
o (Daily) based
1 NTPC 0.6972 1,69,061 1,17,864.93
2 NHPC 0.6533 40,481 26,446.66
3 Power Grid 0.5819 1,56,320 90,961.07
4 NLC 0.6872 10,691 7,346.48 0.64 11.18
5 SJVN 0.4270 12,163 5,193.68
6 GIPCL 0.6766 1,120 757.84
TOTAL 3,89,836 2,48,571
Return on Equity-Independent Power Producers (IPPs)
Market ROE_
Sr. IPPs-Unregl:llated Daily Cap Daily beta x Compos?te Daily
No. Companies Beta Market Cap | Beta (Daily) Beta
(Rs. cr)
based
7 TATA POWER 1.0591 64,210 68,005.18
8 ADANI POWER 1.3347 78,701 1,05,038.40
9 REL. POWER 0.9635 3,847 3,706.76
10 TORRENT POWER 0.7635 24,845 18,968.39
11 CESC 0.8335 9,093 7,578.93 1.12 14.65
12 JSW ENERGY 1.1026 41,298 45,533.43
RATTAN INDIA
13 POWER 0.8682 1,718 1,492.01
14 JPVL 0.9696 4,009 3,887.33
TOTAL 2,27,723 2,54,210.44
Return on Equity -Regulated Companies and IPPs
Sr. Regulated and Daily Market Cap Daily beta x S L l.QOE_
No. | IPPs Companies Beta (Rs. cr) Market Cap Be.t a Daily Beta
(Daily) based
1 NTPC 0.6972 1,69,061 1,17,864.93
2 NHPC 0.6533 40,481 26,446.66
3 Power Grid 0.5819 1,56,320 90,961.07
4 NLC 0.6872 10,691 7,346.48
5 SJVN 0.4270 12,163 5,193.68
6 GIPCL 0.6766 1,120 757.84
0.81 12.50
7 TATA 1.0591 64,210 68,005.18
8 ADANI 1.3347 78,701 1,05,038.40
9 Reliance Power 0.9635 3,847 3,706.76
10 | TORRENT power 0.7635 24,845 18,968.39
11 CESC 0.8335 9,093 7,578.93
12 JSW 1.1026 41,298 45,533.43
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Sr. Regulated and Daily Market Cap Daily beta x Composite l.:OE—
No. | IPPs Companies Beta (Rs. cr) Market Cap Beta Daily Beta
(Daily) based
13 | Rattan India Power | 0.8682 1,718 1,492.01
14 JPVL 0.9696 4,009 3,887.33
TOTAL 6,17,559 5,02,781

(vii)

(v) Base rate of Return on Equity approved by Forum of Regulators (FOR),
other State Electricity Regulatory Commissions (SERCs) - GERC and
HERC have RoE @ 14% as follows:

(i) Forum of Regulators (FOR) in its Model Regulations issued on

February 2023 for Multi Year Distribution tariff allows 14% post tax

return on equity.

(ii)) Ceiling of 14% for Generating Companies, including hydro stations,

Transmission Licensee, SLDC and Distribution provided in Gujarat

Electricity Regulatory Commission (Multi-Year Tariff) Regulations, 2021.

(iii) Ceiling of 14% for Distribution/Transmission provided in HERC

(Terms and Conditions for Determination of Tariff for Generation,

Transmission, Wheeling and Distribution & Retail Supply under Multi
Year Tariff Framework) Regulations, 2019.

(vi) In view of above, RoE working out as 12.50% by considering the Daily

Composite Beta of Regulated Companies and IPPs has been judiciously

considered as 13% for Generating Entities and Transmission Licensee.

With regard to RoE for Distribution Licensees, the Commission has

considered an additional 1% for risk associated with the Distribution

Business and allowed RoE @ 14% (for Wheeling and Retail Business

together) for the Control Period. Further Commission may determine

Return on Equity separately for Wheeling and Retail business when such

activities will be performed by different entities.
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C. Regulation 20(2) - Carrying Cost Rate

“Carrying Cost: Return on Equity in terms of Regulation 2(16) of the DERC

(Terms and Conditions for Determination of Tariff) Regulations, 2017 shall be
considered at Base Rate of Return on Equity minus One (1.00%) percent i.e.,
13.00% on pre-tax basis for computation of Weighted Average Rate of Interest for
funding of Regulatory Asset/Accumulated Revenue Gap through 70% Debt and
30% Equity.

STAKEHOLDER’S COMMENTS:
IPGCL/PPCL, DTL & NDMC
a) No comment

BRPL & BYPL

b) Stakeholders have submitted that the Hon’ble Supreme Court by its
Order dated 15/12/2022 read with Judgment dated 1/12/2021
confirmed the rate of Carrying Cost on Regulatory Assets as well as rate
of Working Capital. The Judgment provides that the Regulatory Asset
should be funded in Debt:Equity Ratio of 70:30.

c) The draft BPR, 2023 has been prepared with a view to defeat the said
Orders/Judgement of Hon’ble Supreme Court and accordingly,
requested to kindly consider the funding of Regulatory Asset as per

Hon’ble Supreme Court Orders

TPDDL

d) Recognized and unrecognized Regulatory Assets has a factor of
uncertainty in terms of its recovery. Financial Institutions are hesitant
in providing funding for 100% approved Regulatory Assets and are not
at all ready to fund any part of the unrecognized Regulatory Assets.
With unavailability of any funding for RA, utilities will be forced to invest
equity to fund RA, diverting the amount that can be utilized to invest in
the essential infrastructure to maintain the T&D losses at the existing

levels.
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e) The increased leverage from 70% to 100% will substantially increase the
cost of borrowings. Further, TPDDL has submitted Judgments of
Hon’ble APTEL (Appeal No. 14 of 2012) and Hon’ble Supreme Court (MA
633-634 of 2022 in Civil Appeals Nos. 9003-9004 of 2011) wherein
funding of Carrying Cost is to be allowed in Debt:Equity ratio of 70:30.

f) The proposed change in funding of RA through 100% debt along with
the proposed RoE of 10% will lead to breach of various debt covenants
for the existing loan portfolio and may result in lenders recalling their
debts along with the applicable interest penalties.

g) Apart from covenant issue, if the equity is removed for RA funding, then
it will require immediate loan raising of 500 Cr (on 1763 Cr approved
RA) which may not be sustainable if BPR norms are not relaxed. Thus
practically it is not possible to withdraw already deployed equity on RA
hence modification can’t be applied on opening equity.

h) Accordingly, TPDDL have requested to maintain the existing funding
structure of 70:30 Debt and Equity for the funding of RA to ensure the
financial viability of DISCOMs. Further, consider Weighted Average Rate
of Loans related to the funding of RA only for computing the carrying
cost related to Debt portion to assure the actual recovery of the

expenses.

SAC MEMBERS

i) Dr. G. C. Datta Roy (DESL) — RoE and Debt issues are interlinked. If
RoE if reduced to 10%, then there will not be significant difference
between Equity and Debt.

j) Dr. Anoop Singh (CER) — Actual cost of Loan should be considered.
Since it is financing of the Revenue Gap, therefore, it should be financed

from Debt.

COMMISSION’S VIEW
a) With reference to the stakeholder’s comments/suggestion regarding

fixing of Carrying Cost considering the rate of Debt only and overlooking

the Return on Equity as approved in Supreme Court Order/Judgement,
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the Commission was of the view that the rate of Carrying Cost on
Regulatory Assets is to be allowed based on the rate of Debt in line
with other SERCs.

b) However, based on the submissions of the stakeholders, the
Commission has retained the existing provision of consideration of
Carrying Cost rate based on the funding in Debt: Equity of 70:30 in line
with Hon’ble Supreme Court Judgment dated 15/12/2022, quoted as
follows:

“9. It is evident from the compliance affidavit/ report dated 23.03.2022
that DERC has not applied the Debt-Equity ratio of 70:30. We are of
the view that DERC ought to have allowed funding of regulatory
asset/revenue gap on a normative Debt-Equity ratio of 70:30. There is
no question of recomputing the carrying cost rate based on purported
equity on the basis of net worth from the audited books and balancing
figure as debt. Therefore, we direct DERC to allow funding of
regulatory asset/revenue gap on a normative Debt-Equity ratio of
70:30.”

c) The base rate of Return on Equity for Carrying Cost is to be considered
as 13% (14% minus 1%) as allowed to Generating and Transmission

Utilities as computed through CAPM Model.

D. Regulation 4, 13 & 21 - Tax on Return on Equity

“Requlation 4: Tax on Return on Equity

The Base rate of Return on Equity as allowed by the Commission under
Regulation 3 of these Regulations, shall be grossed up with the Minimum
Alternate Tax or Effective Tax Rate of the respective Financial Year in terms
of Regulation 72 and 73 of the DERC (Terms and Conditions for
Determination of Tariff) Regulations, 2017, as per the following formula:
Rate of Return on Equity= 13.00[(100-Tax Rate)/ 100]

where, Tax Rate is Minimum Alternate Tax (MAT) or Effective Tax
Rate, as the case may be.

Provided that Effective Tax Rate of each Financial Year shall be

derived from the respective Income Tax returns.
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Regqulation 13: Tax on Return on Equity

The Base rate of Return on Equity as allowed by the Commission under
Regulation 12 of these Regulations shall be grossed up with the Minimum
Alternate Tax or Effective Tax Rate of the respective Financial Year in terms
of Regulation 72 and 73 of the DERC (Terms and Conditions for
Determination of Tariff) Regulations, 2017, as per the following formula:
Rate of Return on Equity= 13.00[(100-Tax Rate)/ 100]

where, Tax Rate is Minimum Alternate Tax (MAT) or Effective Tax
Rate, as the case may be.

Provided that Effective Tax Rate of each Financial Year shall be

derived from the respective Income Tax returns.

Regulation 21: Tax on Return on Equity

The Base Rate of Return on Equity as allowed by the Commission under
Regulation 20 (1) of these Regulations shall be grossed up with the Minimum
Alternate Tax or Effective Tax Rate of the respective financial year in terms
of Regulation 72 and 73 of the DERC (Terms and Conditions for
Determination of Tariff) Regulations, 2017, as per the following formula:
Rate of Return on Equity= 14.00[(100-Tax Rate)/ 100]

where, Tax Rate is Minimum Alternate Tax (MAT) or Effective Tax
Rate, as the case may be.

Provided that Effective Tax Rate of each Financial Year shall be

derived from the respective Income Tax returns.”

STAKEHOLDER’S COMMENTS
BRPL & BYPL
a) The base rate of return on equity should be grossed up with the effective

tax rate of the respective financial year. For this purpose, the effective
tax rate should be considered on the basis of actual tax paid in respect
of the financial year and in line with the provisions of the relevant
Finance Acts by the concerned Distribution licensee. Further, Income

Tax assessment has to be made on stand-alone basis for the licensed
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business so that consumers are fully insulated and protected from the
Income Tax payable from other businesses. Rate of return on equity
shall be rounded off to three decimal places and shall be computed as

per the formula given below:

TPDDL
b) The Hon’ble Commission, vide the proposed Regulation, has sought to

derive the Effective Tax Rate of each Financial Year from the respective
Income Tax Returns. This is in deviance from the BPR 2019 wherein no
such provision was present, and the Effective Tax Rate was derived from
the Book Profit and Income Tax actually paid by the TPDDL. Further,
the Hon’ble Commission has not assigned any reason, in the
Explanatory Memorandum, as to why the Effective Tax Rate is being
derived from Income Tax Return.

It is submitted that the proposed proviso will create an anomalous
situation as the Hon’ble Commission has not considered the following:

(i) The Method of computation of depreciation under Income Tax Act
viz.-a-viz. Companies Act is same however due to difference in
applicable depreciation rates for various class of assets, there is timing
difference in the tax outflow over the useful life of asset due to the
corresponding impact of differential annual depreciation considered.
Since the books are maintained on accrual basis, the variation in tax
outflow due to such differential depreciation is recognised as deferred
tax to mitigate the impact of tax outflow on profit. From the below
example, it is evident that during initial years of the useful life of an
asset, the tax payable under Income Tax Act is lower due to
comparatively higher depreciation benefit allowed under Income Tax Act
(20%) which will be offset by higher tax outflow during later years of
useful life of the same asset.

(ii)In case of TPDDL, presently the tax outflow is lower due to higher
depreciation benefit allowed under income tax Act however since we are
maintaining the books on accrual basis therefore we have recognised

deferred tax liability, which will be reversed once the tax outflow
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increases in future. It is pertinent to mention that TPDDL has already
passed on the benefit of lower tax to consumers due to lower payment of
tax however in future the tax rate is likely to go up due to offsetting of

higher depreciation benefit claimed during initial years.

DTL
d) The said Regulations is contrary to judgment dated 01.02.2016 passed

by the Hon’ble Appellate Tribunal for Electricity in Appeal No. 255 of
2013, wherein the Tribunal had categorically directed DERC to consider
income tax actually paid by the transmission licensee with due
verification and include the same in the tariff computation (for it to be
able to be passed on to the beneficiaries). The relevant portion of the

judgment is reproduced here in below:

“45.4 In our opinion the Commission has to consider the income tax
actually paid by the Appellant with due verification and the same has to
be included in the tariff computation and shall be passed on to the
beneficiaries. Further, tax on any income other than that through its
licensed business shall not be passed through, and it shall be payable by
of the Appellant.”

e) In view of the foregoing and in-line with the APTEL’s decision (as
mentioned hereinabove), we suggest that DERC modify the concerned
regulation in as much as it must consider the income tax actually paid

by DTL.

COMMISSION’S VIEW
a) While arriving at the effective Income Tax rate, the basis for arriving at

the same is only from the Income Tax Return filed by the Assessee and
Acknowledgment on there.

b) As per Regulation 72 of DERC (Terms and Conditions for Determination of
Tariff) Regulations, 2017, “The effective tax rate shall be considered on
the basis of actual tax paid vis-a-vis total income of the utility in the

relevant financial year in line with the provisions of the relevant Finance
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Acts. The actual Tax on other income stream shall not be considered for
the calculation of effective tax rate.” Here as mentioned in the
Regulations the effective rates will be arrived by considering the actual
total tax paid vis-a-vis total income of the utility as derived from the
respective Income Tax Return. No separate impact for actual tax on
other income stream will be considered.

c) There are no two different Income Tax Returns for the licensed or main
business and non-licensed or other business. The Income Tax Return is
Assessee specific and the rate as derived considering the actual total tax
paid vis-a-vis total income of the utility is the same for both the
businesses.

d) There may be instances, where the utility has paid less tax than as
provided in the books, by way of providing deferred tax liability. The
deferred tax liability is provided when the depreciation amount as per
the Income Tax Act is more than the one as allowed in the Tariff
Regulations and consequently, the profit and the Tax as per the Income
Tax Act is low. Here, the income tax for the purpose of Tax on return on
equity will be allowed based on the actual tax rate as per the Income
Tax Return.

e) In the subsequent years, when the profit as per the Income Tax act is
more in consequent to less depreciation amount, the adjustments from
deferred tax liability takes place. When so, the tax as per the books will
be less than the tax worked out based on the Income Tax Return. Here,
in such an event, the Commission at the time of truing up, will call for
the following details of various previous years as well as the year under
true up and allow the due amount of tax.

“Tax provided in books, Tax paid, Deferred tax liability created,

Deferred tax adjusted and Tax allowed by the Commission.”

E. Inflationary Growth Rate

“Commission has considered the Inflationary Growth Rate of 4.66% for the
next Control Period (FY 2023-24 to FY 2025-26).”
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STAKEHOLDER’S COMMENTS

IPGCL & PPCL

a)

CERC in its Regulation 2019 has applied escalation factor of 3.39% to
estimate O&M expenses for the period from FY 2019-20 to FY 2023-24.

DTL
b) The Commission has only considered the values average of percentage

growth of WPI & CPI for FY 2016-17 to FY 2017-18 and not that of FY
2021-22 into the computation of Inflationary Growth Rate. The
Inflationary Growth Rate of atleast 4.66% considering the actual data of
WPI & CPI of last 5 years i.e., from FY 2017-28 to FY 2021-22.

BRPL & BYPL

)

d)

e)

The Commission considered inflationary trends from FY2015-16 to
FY2020-21 ignoring FY22 which is contrary to Regulation 93 of Tariff
Regulations, 2017 which provides that Commission has to consider data
for past S years.

The 60:40 weightage to WPI:CPI is not appropriate for Distribution
Business as majority of the O&M expenses of Distribution Business are
linked to CPI and not WPI. Hence, for computing the inflationary growth
rate for Distribution Business, higher weightage should be given to CPI
and not to WPI.

The Commission is requested to consider growth rate of 12.72%

TPDDL

)

The Commission has excluded FY 2021-22 figures from the workings,
owing to unprecedented high WPI figures. However, it may be noted that
the figures for WPI in the two consecutive years preceding to FY 2021-22
were quite low at 1.67% and 1.31% in FY 2019-20 and FY 2020-21
respectively, due to the Covid pandemic, etc. WPI index are cyclic in
nature, and the purpose to consider a long duration data (5 years) is to
include all cyclic trend in the escalation factor. Therefore, it is not

correct to exclude FY 2021-22 from the computation.
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COMMISSION’S VIEW

a) The Commission has computed the Inflationary Growth rate by

considering 60% weightage to the average yearly inflation derived based
on the monthly Wholesale Price Index for All Commodities as per the
Office of Economic Advisor of Government of India and 40% weightage
to the average yearly inflation derived based on the monthly Consumer
Price Index for All Commodities as per the Labour Bureau, Government
of India. Considering the comments/suggestions of the stakeholders
Inflationary Growth Rate has been considered at 4.66% by considering
the period from FY 2017-18 to FY 2021-22. The same has been adopted
in case of Generating Companies, Transmission Licensee and
Distribution Licensees. The detailed computation of Inflationary Growth
Rate computation is as follows:

Inflationary Growth Rate Computation

WPI Percentage ik Percentage
Year L al.l . Growth O al.l . Growth
commodities commodities

2016-17 111.60 130.33
2017-18 114.90 2.96% 135.00 3.59%
2018-19 119.80 4.26% 139.61 3.41%
2019-20 121.80 1.67% 146.27 4.77%
2020-21 123.40 1.31% 155.28 6.16%
2021-22 139.40 12.97% 163.83 5.51%
Average 4.63% 4.69%

Inflationary Growth Rate = (4.63%*60%+4.69%*40%)= 4.66%

Source: MOSPI & Office of Economic Advisor

b) The comparative statement of Inflationary Growth Rate / Escalation

Rate considered by other SERCs is as follows:

tate Electricit
Sr. S aR: lea ctorml y Inflationary Growth Rate / Escalation Valid till
No. gu . .ry Rate considered in the Regulation
Commission
. 5.72% as per GERC (Multi-Year Tariff) | Valid till date
1 Gujarat .
Regulations, 2016
4% as per HERC (Terms and Conditions | Valid till
for Determination of Tariff for | 31/03/2025
2 Haryana Generation, Transmission, Wheeling and
Distribution & Retail Supply under
Multi Year Tariff Framework)
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Sr.
No.

State Electricity
Regulatory
Commission

Inflationary Growth Rate / Escalation
Rate considered in the Regulation

Valid till

Regulations, 2019)

Generation, Transmission & SLDC-
3.51%
Distribution- 3.63% as per HERC
(Terms and Conditions for
Determination of Tariff) Regulations,
2019

Valid
31/03/2024

till

Rajasthan

3.50% as per CSERC (Terms and
Conditions for determination of tariff
according to Multi-Year Tariff principles
and Methodology and Procedure for
determination of Expected revenue from
Tariff and Charges) Regulations, 2021)

Valid
31/03/2025

till

Chhattisgarh

F. Regulation 6(5), 15(5) & 23(11)- EFFICIENCY FACTOR
“Regulation 6(5)

The Generating Companies are expected to be Efficient in their Operations
and reduce the normative O&M Expenses. The savings, if any in such O&M
expenses shall be adjusted towards Revenue side. The saving in such O&M
expenses upto 1% shall be passed towards the Beneficiaries and any savings in
normative O&M expenses above 1% shall be shared between the Generating

Company and Beneficiaries equally.
Regulation 15(5)

The Transmission Licensee is expected to be Efficient in its Operations
and reduce the normative O&M Expenses. The savings, if any in such O&M
expenses shall be adjusted towards Revenue side. The saving in such O&M
expenses upto 1% shall be passed towards the Beneficiaries and any savings in
normative O&M expenses above 1% shall be shared between the Transmission

Licensee and Beneficiaries equally
Regulation 23(11)

The Distribution Licensee is to expected to be Efficient in its Operations

and reduce the normative O&M Expenses. The savings, if any in such O&M
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expenses shall be adjusted towards Revenue side. The savings upto 1% shall be
passed towards the Consumers and any savings in normative O&M expenses
above 1% shall be shared between the Distribution Licensee and Consumers
equally.”

STAKEHOLDER’S COMMENTS

IPGCL & PPCL
a) The Commission has considered an efficiency factor of 2%, bringing the

effective escalation at nought. The consideration of actual parameters

for previous years already takes care of the efficiency factor.

DTL
b) The Commission has mentioned that DTL has already taken steps such

as Establishment of GIS substations, HTLS Re-conductoring of

Transmission Lines, Installation of Reactors etc.
NDMC

c) The Commission has considered 2.00% efficiency factor without
providing any calculation and just linked it to the Smart Meter
installation. Further any impact if any is already covered under the past

O&M Expenses as all Smart Meters has been installed.

BRPL & BYPL
d) The Commission has arbitrarily picked the percentage by giving the

rationale that collection would increase due to technological
advancement like smart metering and IT schemes.

e) A large section of Distribution Infrastructure of the Distribution
Licensee are more than 70% loaded and are eligible for augmentation as
per the Commission norms, augmentation of Distribution Infrastructure
requires a higher capex and O&M expenses. As the technical losses may
increase due to system overloading, there is no scope left for the

efficiency factor and stringent loss trajectory.

TPDDL
f) The Commission has considered 2.00% efficiency factor for the entire

control period without providing any rationale and computation for
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arriving at the same. It has merely stated that due to technological
advancement like smart metering and IT schemes, efficiency in O&M
expenses will be attained due to reduction in expenses related to meter
reading, bill despatch, etc.

g) In this regard, it is submitted that technological advancement like smart
metering and IT schemes will not result in overnight efficiency
improvement in terms of O&M Expense’s reduction.

h) TPDDL further requested to not consider the year-on-year efficiency

factor of 2% while specifying the norms for O&M Expenses

COMMISSION’S VIEW
a) The Commission in its Explanatory Memorandum mentioned that 2%

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

“60. The last issue is erroneous computation of efficiency

factor.

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

higher side....

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

increase in the O&M cost is supplemented by the increase in
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the efficiency level and cost of saving/cost of reductions/other

economies being available to the Appellant. Therefore, there

is no merit in this contention raised by the Appellant.

66. The Learned Counsel for the Appellant has relied on the findings
of the Tribunal in its judgment dated 29.9.2010 in Appeal No. 28 of
2008 in the matter of Delhi Transco Ltd. vs. DERC and Others

wherein in paragraph 25 of the judgment the Tribunal set aside the

order of the State Commission in respect of efficiency factor for Delhi

Transco decided by the State Commission on ad-hoc basis without

any benchmarking or any analysis and identification of area of

efficiency. However, in the present case the State Commission

has compared the O&M expenses of the Appellant with other

utilities and given a reasoned order. Thus the findings of the

Tribunal in Appeal No. 28 of 2008 will not apply to the

present case. Accordingly, this issue is answered as against

the Appellant.”

b) Now, considering the comments and suggestions of the stakeholders,

the Commission introduces the Efficiency gain on same principles as

that of Distribution Loss, in O&M Expenses. Any reduction in O&M

Expenses up to 1% will be passed on to the Consumers while any

reduction in O&M Expenses above 1% of the normative O&M Expenses,

shall be shared equally between the beneficiaries and the Power Utility.

c) Illustration:

Power Utility XYZ

O&M Norms as per BPR 2023 Rs.Cr |A 100

Actual O&M Expense as per Audited Accounts Rs.Cr |B 95
[O)gfaff/[rence in Normative O&M Expense and Actual Rs. Cr C=A-B 100-95 = 5
Reduction to be passed on to the Beneficiary @ 1% Rs. Cr D= 1% of A | 1% of 100 =
of Normative O&M Expenses as per BPR 2023 1

Total Incentive to be shared between Beneficiary E= A-D-C 100-1-95=
and Power Utility equally Rs. Cr 4

Incentive passed to Power Utility Rs.Cr |F=E/2 4/2=2
Incentive passed to Beneficiary Rs.Cr |G=E/2+D [4/2+1=3

32121




Statement of Reasons for Business Plan Regulations 2023

PART II - GENERATING ENTITY

G. Regulation 6 - OPERATION AND MAINTENANCE EXPENSES

“(1) Normative Operation and Maintenance Expenses for the Control
Period, after considering Inflationary Growth Rate of 4.66%, for the Generating

Entities shall be as follows:

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

GENCO FY 24 FY 25 FY 26
GTPS * 33.11 34.65 36.27
PPS-T 77.80 81.42 85.21

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

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

Expenses.

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

Actual or above tabulated Normative O&M expenses.

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

(4) The expenses towards Additional Repair & Maintenance expenses on
account of Dry Low NOx (DLN) burners and Sewage Treatment Plant (STP) have
not been considered in above tabulated Normative O&M expenses and the same
if any, shall be allowed on actual basis during the Control Period after Prudence

Check at the time of True-Up on submission of Documentary Evidence.

(5) The Generating Companies are expected to be Efficient in their
Operations and reduce the normative O&M Expenses. The savings, if any in
such O&M expenses shall be adjusted towards Revenue side. The saving in
such O&M expenses upto 1% shall be passed towards the Beneficiaries and
any savings in normative O&M expenses above 1% shall be shared between the

Generating Company and Beneficiaries equally.”
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STAKEHOLDER’S COMMENTS/SUGGESTIONS

IPGCL & PPCL

a)

b)

d)

Employee Expenses is fixed for the Plant and will not reduce in a
proportionate basis for 90 MW capacity. Reduction of O&M expenses to
such a lower value will render the operation of the station unviable.
Data for 3 years i.e. FY 2017-18 to FY 2019-20 should be considered for
computing normative expenses as there is significant impact of GST,
minimum labor wage rate by the Central and State Governments and
implementation of 7th Pay commission in this period.

Escalation factor of 3.23% and an efficiency factor of 2%, bringing the
effective escalation at nought.

Hon’ble Commission is requested to allow the O&M expenses for Gas
Turbine Power Station and PPS-I from FY 2023-24 to FY 2025-26, as

under: -

O&M expenses (Rs. Crore)

Station FY 2023-24 FY 2024-25 FY 2025-26

GTPS*

75.94 78.39 80.92

PPS-I

79.80 82.37 85.04

* For 210 MW (90MW + 120 MW synchronous condenser mode) capacity

COMMISSION’S VIEW

a)

The Commission observes that the norms of Operation and Maintenance
(O&M) Expenses of the Generating Plants have been determined on the
basis of actual expenses of both the Generating entities in last 5 years
in line with Clause 93 of the DERC (Terms and Conditions for
Determination of Tariff) Regulations, 2017 based on the Cost Audit
Reports for the period of FY 2015-16 to FY 2019-20. The Annual
Audited Accounts of the companies as well as Cost Audit Reports for the
Plants for the years FY 2020-21 and FY 2021-22 are not available as the
same are not finalized. The Commission recently also vide its email
dated 22/03/2023 sought the Balance Sheet and Cost Audit Report for
FY 2020-21 and FY 2021-22 from the Generating companies and in

reply to the same Generating Companies submitted that Balance Sheet
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of FY 2020-21 has been finalized and Cost Audit Report is under
finalization and Balance Sheet of FY 2021-22 is under finalization.

b) With regard to the stakeholder submission that the norms for O&M
Expenses of GTPS & PPS-1 are low as compared to O&M Expenses of
similar Plants by CERC in Tariff Regulations 2019, the Commission
observes that the norm for Generating Plants has been determined

based on the actual expenses incurred by them in the past.

H. Regulation 7 - CAPITAL INVESTMENT PLAN
“(1) The tentative Capital Investment plan for the Generation Entities for FY
2023-24 to FY 2025-26 is as follows:
Table 2: Capital Investment plan (Rs. Crore)

Sr. No. Plant FY 2023-24 | FY 2024-25 | FY 2025-26
1. Gas Turbine Power Station
25 5 0
(GTPS)
2. Pragati Power Station (PPS-I) 36 2 0

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

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

(3) Capital cost shall be trued up annually and financial impact on
account of variation in projected capital cost in the Tariff Order vis-a-vis

Actual Capital Cost and Scheduled Date of Commissioning vis-a-vis actual

35 | 121



Statement of Reasons for Business Plan Regulations 2023

date of commissioning shall be dealt as per the provisions of Regulations 61,
62 and 150 of the DERC (Terms and Conditions for Determination of Tariff)
Regulations, 2017.”

STAKEHOLDER’S COMMENTS/SUGGESTIONS
IPGCL
a) IPGCL has requested the Commission to consider the Capital

Investment Plan for GTPS for the control period FY 2023-24 to FY 2025-

26 while finalizing the Business Plan Regulation, 2023 as under:
CAPEX Schemes for GTPS for FY 23-24 to FY 27-28 (Rs in Cr)

Sr. Scheme FY FY FY FY 26- FY Total
No 23-24 | 24-25 | 25-26 27 27-28
Replacing the Starting Diesel
Engine in the GT#1 & GT#2 - 2.05 ) ) ) 4.10
Procurement and commissioning of . 1.81 ) ) ) 181
exhaust plenum for GT # 1 ] )
Procurement and Installation of
DVR in GT#2 . i : i i 5.00
Procurement and Installation of
MARK VIe TMR Control Panel 8.00 i i i i 8.00
Replacement of old DDC Pro-
control system of Module #1 WHRU 8.00 ) ) ) ) 8.00
Replacement of Super-heater tubes
HRSG 1 &2 1.47 1.47 - - - 2.95
Replacement of 06 nos. of 66 kV
sf6 circuit breakers at GTPS 0.30 0.30 ) ) ) 0.60
Total 30.46

b) IPGCL has submitted that as per para 73 of DERC Order dated
24.03.2021, the capex of Rs 90.81 Cr with escalation up to 15 % has
been allowed for retrofitting of 90 MW GTPS plant. IPGCL has not
incurred any expenditure till date against the capex allowed by the
Commission in its Order dated 24.03.2021.

c) IPGCL has further submitted that the scheme at Sl.no. A to F of the
above table are part of the Renovation & Modernization of GTPS allowed

by Hon’ble Commission in its Order dated 24.03.2021.
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PPCL
d) The Hon’ble Commission has considered the spill over capital

g)

expenditure schemes for procurement of GT compressor rotor with IGV
under Capex. The scheme was already approved by the Hon’ble
Commission in Business Plan Regulations, 2019 for Rs 30.00 Cr.
However, due to less scheduling by SLDC/system and on account of
COVID pandemic the requisite running hours of the machine could not
be completed. In the meantime, the cost of the scheme has been revised
to Rs 36.00 Cr which is to be undertaken during FY 2023-24 and FY
2024-25. However, the cost of the scheme has been shown as Rs 3.00
Cr in Draft Business Plan Regulation 2023 inadvertently. Therefore, it is
requested that the capital investment on this spill over scheme may be
corrected to Rs 36.00 Cr.

Further, the Hon’ble Commission has not considered the capital
investment plan of Rs 1.0 Cr for FY 25-26 regarding RLA study of Steam
turbine internals for the station as submitted by PPS-I vide letter dt
30.09.2022 and also not giving the reason of not considering the Capex
for FY 2025-26 in its Explanatory Memorandum for Draft DERC
Business Plan Regulations, 2023. Therefore, it is once again requested
to consider the Capex of Rs 1.0 Cr for FY 2025-26, on account of this
scheme as RLA study will be required to access status of steam turbine
internals to ensure reliable operation of machines.

It is further submitted that PPCL vide its letter dated 30.09.2022 in the
business plan of Pragati Power Station-I has requested to consider the
implementation of following projects as approved by Board of Directors
of PPCL.

(i) Setting up of 400MW Solar projects in other states as per MoP,
Gol guideline dated 12.04.2022 for flexibility in generation and
scheduling of Thermal/Hydro power stations through bundling
with Renewable Energy and storage power.

Accordingly, it is requested that while finalising the Business Plan

Regulations 2023 the capital expenditure of Rs 39.10 Cr may be allowed
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in addition to in-principle approval for implementation of above said

scheme.

COMMISSION’S VIEW
a) The Commission has considered the comment of IPGCL and allowed

Capex of Rs 30 Cr. as IPGCL has not incurred any expenditure against
the Capex allowed by the Commission in its order dated 24 /03/2021 for
retrofitting of 90 MW GTPS plant.

b) The Commission has considered the spill over capital expenditure
schemes for procurement of GT compressor rotor with IGV for Pragati
Power Station-1 under Capex as it was already approved in Business
Plan Regulations, 2019 for Rs 36.00 Cr.

c) Accordingly, the tentative Capital Investment plan for the Generation

Entities for FY 2023-24 to FY 2025-26 is as follows:

Capital Investment plan (Rs. Crore)

::' Plant FY 2023-24 FY 2024-25 FY 2025-26
1. Gas Turbine Power Station
(GTPS) 25 5 0
2. Pragati Power Station (PPS-I) 36 2 0

Regulation 8 - NORMS OF OPERATION FOR GENERATING STATIONS

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

Table 3: Normative Availability and Load Factor

Normative Annual Plant Normative Annual
Generating Station Availability Factor Plant Load Factor
(NAPAF) (NAPLF)
Gas Turbine Power Station (GTPS) 85% 85%
Pragati Power Station (PPS-I) 90% 85%

(2) Gross Station Heat Rate for existing generating stations in Delhi shall be

as follow:
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Table 4: Gross Station Heat Rate (GHR) (kCal/kWh)

Sr. No Generating Station Combined Cycle Open Cycle
(kCal/ kWh)
1 Gas Turbine Power Station (GTPS) 2450 3125
2 Pragati Power Station (PPS-I) 1975 2900

(3) Auxiliary Energy Consumption for existing Gas based Generating Stations
of Delhi shall be as follows:

Table 5: Auxiliary Energy Consumption (%)

Sr. Mode of operation Gas Turbine Power Station Pragati Power Station
No. P (GTPS) (PPS-I)

1 Combined Cycle 2.75% 2.30%

2 Open Cycle 1.00% 1.00%

»

STAKEHOLDER’S COMMENTS/SUGGESTIONS

IPGCL & PPCL

a) NAPAF for PPS-I station to 90% leads to a situation of under recoveries
of Fixed Cost since the plant is very old.

b) CERC in its Tariff Regulations has considered the availability of the
station to recover the fixed charges at 85%, even though average
availability for most of the station of NTPC was above 90%.

c) Normative Availability shall be calculated on yearly basis @ 80%
considering the fact that the machines are 20 years old and running on
around 50% capacity due to less scheduling

d) Reducing the Heat rate to unachievable value leads to loss for PPS-I.

e) CERC in its Tariff Regulations, 2019 has fixed the operating norms of
Station Heat Rate for similar projects on higher level.

f) Norms for GHSR for GTPS and PPS-I may be considered as under:

(kCal/kWh)
GENCO Combined Cycle Open Cycle
GTPS 2600 3575
PPS-I 2030 3150
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g) Auxiliary Power

Consumption targets proposed by the Hon’ble

Commission may not be achievable, considering the vintage of the

stations.

h) Requested to fix the Auxiliary Energy Consumption of the station as

under:
GENCO GTPS PPS-I
Combined Cycle 3.50% 3.00%
Open Cycle 1.00% 1.00%

COMMISSION’S VIEW

a) With regard to the Normative Annual Plant Availability Factor (NAPAF) of

the Generating Plants, the Commission has noticed the comments of the
stakeholder and the Commission is of the view that the NAPAF of PPS-I
and GTPS shall be based on Actual Availability of the Plant during FY
2017-18 and FY 2021-22. Accordingly, the Commission considered that

no change is required in Final Regulation. The detailed reasons have

been provided in the Explanatory Memorandum as follows:

“(55) PPCL & IPGCL has submitted that the actual Availability of the

stations in the last 5 years is as follows:

Table 11: Plant-wise Availability

Generating Station FY 2017- | FY 2018- | FY 2019- | FY 2020- | FY 2021-

9 18 19 20 21 22
2$giffb“@r5““w“1 92.64% 88.36% 96.95% 92.03% 93.83%
Gas Turbine Power 83.07% 81.29% 86.46% 87.21% 52.52%

Station (GTPS)

(57) Based on the actual availability in the last 5 years as per the

above table, it is clear that PPS-I has NAPAF more than the norms

prescribed by the Commission, while GTPS is unable to meet the norms.

In view of the above, the Commission has considered NAPAF as 85% for
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GTPS and 90% for PPS-I for the next Control Period (FY 2023-24 to FY
2025-26).”

b) With regard to the Gross Station Heat Rate (GHR) of PPS-I, the

Commission has noticed the comments of the stakeholder and the
Commission is of the view that the GHR was based on actual GHR of the
Plants during FY 2017-18 and FY 2021-22. Accordingly, the
Commission has considered no change in Final Regulation. The detailed
reasons have been provided in the Explanatory Memorandum as follows:

“(61) PPCL has submitted that the actual Heat Rate of PPS-I in the last

5 years is as follows:

Particulars | FY 2017- FY 2018- FY 2019- FY 2020- FY 2021-
Combined
Cycle Mode 1969 1974 1976 1976 1974
Open Cycle 3176 3138 3083 100 100
Mode

(64) It can be seen from the above table that the Station Heat Rate in
Combined cycle mode is on the lower side than the approved norms,
considering the performance of the Plant, Commission has considered
Station Heat Rate in Combined cycle mode as 1950 kCal/kWh for the
next Control Period (FY 2023-24 to FY 2025-26).

(66) The Commission has considered the Station Heat Rate in Open cycle
mode as 2900 kCal/kWh for the next Control Period (FY 2023-24 to FY
2025-26).”

With regard to the Gross Station Heat Rate (GHR) of GTPS, the
Commission has already explained in the Explanatory Memorandum for
Draft Business Plan Regulations 2023, Station Heat Rate of GTPS is on
higher side due to frequent starts/stops and backing down of Plant by
SLDC, resulting in partial operation of the units. However, in order to

bring efficiency Commission has considered to continue the existing
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d)

Station Heat Rate i.e., 2450 kCal/kWh in Combined cycle mode and
2900 kCal/kWh in Open cycle mode for the next Control Period.
With regard to the Auxiliary Energy Consumption of PPS-I, the
Commission has noticed the comments of the stakeholder and the
Commission is of the view that the Auxiliary Energy Consumption was
based on actual Auxiliary Energy Consumption of the Plants during FY
2017-18 and FY 2021-22. Accordingly, the Commission has considered
no change in Final Regulation. The detailed reasons have been provided
in the Explanatory Memorandum as follows:

“(73) The actual Auxiliary Energy Consumption for PPS-I in the last 5

years is as follows:

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

(74) It can be seen from the above table that average Auxiliary Energy
Consumption is only 2.32% which is far below the targets set for the Plant
by the Commission and shows a reducing trend on yearly basis.

(75) In view of the above, the Commission has considered the Auxiliary
Energy Consumption of PPS-I at Combined cycle mode- 2.30% and Open
cycle mode-1% for the next Control Period (FY 2023-24 to FY 2025-26). ...”

With regard to the Auxiliary Energy Consumption of GTPS, the
Commission has already explained in the Explanatory Memorandum for
Draft Business Plan Regulations 2023, Auxiliary Energy Consumption of
GTPS was on higher side than the targets set for the Plant by the
Commission. However, in order to bring efficiency Commission has
considered to continue the existing Auxiliary Energy Consumption of
GTPS at Combined cycle mode- 2.75% and Open cycle mode-1% for the

next Control Period.
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f) The Commission has, therefore, decided not to modify this provision of

the draft Business Plan Regulations, 2023.
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PART III - TRANSMISION LICENSEE

J. Regulation 15 - OPERATION AND MAINTENANCE EXPENSES

“(1) The Normative Operation and Maintenance Expenses of a Transmission
Licensee for the Control Period, after considering Inflationary Growth Rate of
4.66%, shall be as follows:

Table 6: Operation and Maintenance Expenses (Rs. Crore)

O&M Expenses [FY 2023-24 | FY 2024-25 | FY 2025-26
Annual O&M Expenses 353.60 370.07 387.30

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

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

(4)  The Transmission Licensee shall be allowed Land Licence Fee and Security
Expenses separately on actual basis at the time of truing-up of ARR for the relevant
Financial Year subject to Prudence Check since the said expenses have not been
considered in above tabulated Normative O&M Expenses.

(5) The Transmission Licensee is expected to be Efficient in its Operations and
reduce the normative O&M Expenses. The savings, if any in such O&M expenses
shall be adjusted towards Revenue side. The saving in such O&M expenses upto
1% shall be passed towards the Beneficiaries and any savings in normative O&M
expenses above 1% shall be shared between the Transmission Licensee and
Beneficiaries equally.”

STAKEHOLDER’S COMMENTS/SUGGESTIONS
DTL
a) The existing methodology of cost allowance used to encourage the

company to increase its Bays and Circuit causing development of power
infrastructure. Hence, the ceiling imposed on O&M Expenses are not
justifiable.

b) Due to space constraints and increasing power demand, DTL is being
forced to enhance / augment its transformation capacity of sub-
stations, for which no additional O&M expenses were allowed by
Commission earlier. It is requested to allow O&M Expenses on MVA
Capacity basis also, in addition to existing Bay-wise/Ckt. Km-wise

norms in line with the CERC Tariff Regulations, 2019.
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c) Escalation Factor of at least 4.66% (considering the actual data of WPI
and CPI of last 5 years i.e. from FY 2017-18 to FY 2021-22) should be
considered for escalating O&M Expenses.

d) More weightage in the Escalation Factor should be given to the values of
the CPI (at least 70%) against WPI, in order to give a clear picture of
escalation in O&M Expenses.

e) No judicial reason before Commission for applying efficiency on adhoc
basis in O&M Expenses for the Transmission Utility.

f) DERC, in the Draft Business Plan Regulations 2023, after providing for
escalation in O&M Expenses by 3.23% due to inflation, has again
reduced the O&M Expenses by applying efficiency factor of 2%, thereby
nullifying any fruitful increment in the O&M Expenses for the

improvement of the transmission system to meet the peak load.

COMMISSION’S VIEW
a) The Commission observes that the norm of Operation and Maintenance

(O&M) Expenses of the Transmission Licensee has been determined on
the basis of actual expenses of Transmission Licensee in last 5 years
i.e., FY 2017-18 to FY 2021-22, in line with Clause 93 of the DERC
(Terms and Conditions for Determination of Tariff) Regulations, 2017.

K. Regulation 16 - CAPITAL INVESTMENT PLAN

“(1) The tentative Capital Investment Plan for the Transmission Licensee for FY

2023-24 to FY 2025-26 is as follows:

Table 7: Capital Investment Plan (Rs. Crore)

Particulars FY 2023-24 FY 2024-25 FY 2025-26
Capitalization 493 1183 1006

Provided that above tabulated Capitalisation may undergo revision subject to

Tariff based Competitive Bidding in the Intra-State Transmission Network.
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(2)  Employee Expenses and A&G Expenses shall be allowed to be capitalized
equivalent to lower of 30% of (total Employee Expenses and A&G Expenses) or

actuals in construction of projects in a particular financial year.

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

(4) Capital cost shall be trued up annually and financial impact on account of
variation in projected capital cost in the Tariff Order vis-a-vis Actual Capital Cost
and Scheduled Date of Commissioning vis-a-vis Actual Date of Commissioning shall
be dealt as per the provisions of Regulations 61, 62 and 150 of the DERC (Terms
and Conditions for Determination of Tariff) Regulations, 2017.”

STAKEHOLDER’S COMMENTS/SUGGESTIONS
DTL
a) The Commission has unilaterally deducted the planned capitalisation of

DTL without any justification.

b) DTL in its 14th Business Plan of Delhi State Power Transmission, has
optimally prepared the capital project schemes as per recommendation
of Central Electricity Authority (CEA) load growth envisaged in 19th
Electric Power Survey (EPS) and load growth projected by Delhi
DISCOMs.

c) DTL in its Business Plan has submitted that during July, 2019 Delhi’s
maximum demand to 7409 MW as compared to projected demand of
6997 MW as per 19th EPS for 2019-20 but due to the impact of Covid-
19/ lockdown restriction in summer of year 2020 & 2021, the peak
demand was not pace-up as natural load growth. During these years,
Peak Demand met was well below the 19th EPS forecast. However, these
figures cannot be taken as reference for future planning. Thus. 4.5 %
growth of power demand is considered for optimal sourcing and
Transmission System Planning. Also, the Peak Demand observed in

current and last two years of Delhi has been assumed as highly to grow
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with a factor of 5 % (approx.) annually, based on average growth of

various DISCOM load growth projections.

TPDDL
d) TBCB has been already implemented by various SERC’s in States like

Assam, Haryana, Punjab, Rajasthan and UP.

e) The Hon’ble Commission has mentioned about Tariff based Competitive
Bidding in the Intra-State Transmission Network in proviso to
Regulation 16(1) of the Draft BPR, 2023. In this regard, the Hon’ble
Commission had also published a Consultation Paper for Development
of Intra-State Transmission System through Tariff Based Competitive
Bidding process in the FY 2021-22. TPDDL wishes to congratulate the
Commission which has taken the initiative towards determining a
threshold limit for development of Intra-State Transmission System
through Tariff Based Competitive Bidding process. It is suggested that
the Commission may consider keeping Rs. 50.00 Crore as the threshold
limit, beyond which the transmission scheme should compulsorily be
implemented under Tariff Based Competitive Bidding process.

f) Apart from deciding the threshold limit for TBCB, the Hon’ble
Commission may also need to consider the recent Hon’ble Supreme
Court’s Judgement dated 23.11.2022, in Civil Appeal No. 1933 of 2022,
wherein it has directed all the SERC’s to frame or amend the existing
Regulations, within 3 months, to include provisions on the criteria for
choosing the modalities to determine the tariff under Section 62 (cost-
plus) or Section 63 (competitive bidding) of the Act. Accordingly, the
Hon’ble Commission is also suggested to introduce the criteria for
choosing the modalities, including constitution of a technical committee
consisting of all long-term transmission users, to allow a transmission
scheme under Section 62 (cost-plus) or Section 63 (competitive bidding)

of the Act.

COMMISSION’S VIEW
a) The Commission observed that the average capitalisation of DTL in the

last five years amounts to Rs 319.04 Cr, and in the last ten years, it
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amounts to Rs 418.67 Cr. The maximum capitalisation of DTL in the
last five years was Rs 538.3 Cr. Considering the DTL proposed
capitalization for FY 2023-24, the Commission has taken the same as
the base and has allowed for an annual escalation of 4.03% (The 20th
EPS survey of India has projected the CAGR of 4.03% for peak demand
of Delhi from FY 2023-24 to FY 2027-28). Furthermore, the Commission
has noted that, due to COVID-19 restrictions, DTL has been unable to
complete a project previously approved by the Commission. In light of
this, the Commission has allowed for the commissioning of 1000 Cr of
spill over projects during the BPR period, with 600 Cr being allowed in
FY 2024-25 and 400 Cr being allowed in FY 2025-26. The planned

capitalisation approved in BPR are as follows: -

Capitalisation for DTL (Rs. Cr)

Particulars FY 2023-24 FY 2024-25 FY 2025-26

Capitalization 493 1183 1006

b) Further, TBCB is under consideration.

L. Regulation 17 - NORMS OF OPERATION FOR TRANSMISSION BUSINESS

“(1) Normative Annual Transmission System Availability Factor (NATAF) for
recovery of Annual Fixed Charges for AC System shall be considered at 98.50%.

(2) Transmission System Availability shall be computed as per the Formulae

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

STAKEHOLDER’S COMMENTS/SUGGESTIONS
DTL
a) There is no valid reason for the increment of NATAF and it must be

retain at 98.00% (or below) only.

COMMISSION’S VIEW
a) The Commission has noticed the comments of the stakeholder and the

Commission is of the view that NATAF was set based on the actual
Transmission Availability Factor (TAF) of last 6 years i.e., FY 2016-17
and FY 2021-22 whose average is 98.96%. Accordingly, the Commission
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has considered no change in Final Regulation. The detailed reasons
have been provided in the Explanatory Memorandum as follows:

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

Table 15: Annual Transmission Availability (in %)

FY 2016- FY 2017- FY 2018- FY 2019- FY 2020- FY 2021-
Particulars
17 18 19 20 21 22
Annual
Transmission 98.009 99.348 99.106 98.953 99.305 99.037
Availability

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

(98) In view of past performance and technological advancement, the
Commission has considered to increase the Annual Transmission
Availability to 98.50% for the next Control Period (FY 2023-24 to FY 2025-
26).”

M. Regulation 18 - TRANSMISSION CHARGES FOR TRANSMISSION
LICENSEE
“The Transmission Charges (inclusive of incentive) for AC system to be billed, in

terms of Regulation 112 to 115 of the DERC (Terms and Conditions for

Determination of Tariff) Regulations, 2017, for a calendar month for Transmission

System or part thereof shall be computed as follows:

b) For 98.50% < TAFM < 99.00% AFC x (NDM/NDY) X 1

c) For 99.00% < TAFM < 99.75% AFC x (NDM/NDY) x (TAFM/ 98.50%)

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

Where,
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AFC = Annual Fixed Cost specified for the year in Rupees

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

NDY = Number of days in the year

TAFM = Transmission System availability factor for the month”

STAKEHOLDER’S COMMENTS/SUGGESTIONS
DTL
a) 1% band (100%-99%) is very less considering the fact that DTL is

required to do preventive maintenance, regular overhauling work for
keeping the transmission system healthy.

b) The targets should be such that it encourages any utility to perform at
its best along with the justified incentives, rather that setting up of very

high standard of targets.

COMMISSION’S VIEW
a) The Commission has noticed the comments of the stakeholder and the

Commission is of the view that NATAF was set based on the actual
Transmission Availability Factor (TAF) of last 6 years i.e., FY 2016-17
and FY 2021-22 whose average is 98.96%. Accordingly, the Commission
has considered no change in Final Regulation and allowed Transmission
Charges for Transmission Licensee and the methodology is also same as

adopted by the CERC in CERC (Tariff Regulations), 2019.
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PART IV - DISTRIBUTION LICENSEE

N. Regulation 23 - OPERATION AND MAINTENANCE EXPENSES:

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

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

relevant year.

(3) Actual recorded own (Auxiliary) consumption in excess of 0.25% of total
sales excluding own consumption to its Retail consumers for the relevant
Financial Year, shall be billed at Non Domestic Tariff of respective year’s Tariff

Schedule and shall form part of Revenue Billed and Collected for the same year.

(4) The Distribution Licensee shall be allowed O&M expenses for a particular
Financial Year of the Control Period by multiplying the normative rate per unit
defined herewith of that particular year with the Trued-up sales during the

relevant Financial Year.

Provided that, under no circumstances, Distribution Licensees shall be allowed
O&M Expenses more than the Actual O&M Expenses as per Audited Books of

Accounts during True-up of relevant Financial Year.

(5) The Employee benefits pertaining to Employees transferred under the
Tripartite Agreement are considered uncontrollable in nature, therefore not
forming part of Normative O&M Expenses as tabulated below, accordingly, shall

be Trued up for relevant Financial year subject to prudence check:

Provided that the Distribution Licensee shall submit the above details of
Employee Expenses within thirty (30) days from the end of finalization of audited

accounts of the relevant year.
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(6) Expenses on account of Statutory Levies towards Property Tax/ Land
Licence Fee to GoNCTD, Licence Fee paid to DERC shall be Trued up for relevant

Financial year subject to prudence check:

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

of the relevant year;

Provided also that any expense in the nature of statutory levies already
forming part of the actual O&M expenses and considered in the O&M Expense

norms of the Distribution Licensee shall not be allowed separately.

(7) The Legal Expenses including that on account of cases filed against the
Orders or Regulations of the Commission before any Court and the legal claims
(compensation/penalty) paid to the consumer, if any, shall not be allowed in the

Aggregate Revenue Requirement (ARR).

(8) The Performance Related Incentives forming part of Employees Salary and
not out of Profit of Company shall be allowed subject to Prudence Check.

(9) The expenses on account of Corporate Social Responsibility of the Licensee

shall not be allowed in the ARR.

(10) The Normative Operation and Maintenance Expenses of a Distribution
Licensees for the Control Period, after considering Inflationary Growth Rate of
4.66%, shall be as follows:

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

Distribution Licensees FY 2023-24 FY 2024-25 FY 2025-26
BRPL 54.72 54.92 55.13
BYPL 64.15 64.40 64.64
TPDDL 61.46 62.09 62.73
NDMC 54.72 54.92 55.13

(11) The Distribution Licensee is to expected to be Efficient in its Operations
and reduce the normative O&M Expenses. The savings, if any in such O&M

expenses shall be adjusted towards Revenue side. The savings upto 1% shall be
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passed towards the Consumers and any savings in normative O&M expenses

above 1% shall be shared between the Distribution Licensee and Consumers

equally.”

STAKEHOLDER’S COMMENTS/SUGGESTIONS

BRPL & BYPL

a)

b)

d)

Computing O&M expenses on:

(i) Network capacity rather than per unit sales basis.

(ii) Basis of capacity of assets installed at site i.e., per circuit kilometer
of line and per MVA capacity of transformation at various voltage
levels in line with the approach adopted in the Delhi Electricity
Regulatory Commission (Business Plan) Regulations, 2017 and 2019.

(iii)Other miscellaneous expenses, statutory levies and taxes (except
corporate income tax) to be allowed on actual basis.

Data of past five years i.e., FY2017-18 to FY2021-22 for deriving the

base O&M cost for FY2022-23, whereas, data from FY2017-18 to

FY2019-20 is considered for deriving the base sales for FY2022-23.

Such differential approach of Hon’ble Commission is contrary to

Regulation 93 of Tariff Regulations, 2017 which provides that

Commission has to consider data for past 5 years. Hon’ble Commission

has considered FY2020-21 and FY2021-22 as COVID-19 years while

estimating Base Sales for FY2022-23, whereas, it is not the case in
deriving Base O&M cost. During FY2020-21, COVID -19 had

significantly hit sales by 11% and O&M expenses by only around 5%.

Legal Expenses are not allowed as part of ARR. Legal Expenses are

spent solely and exclusively for the purpose of the licensed business of

DISCOMs i.e., Distribution and retail supply of electricity, for risk

mitigation, reducing financial exposure and enforcement of their legal

rights.

Requested to include water charges in the normative O&M expenses and

shall not be trued up separately.

In case due to uncontrollable reason if the actual sales are lower than

projected sales by the Hon’ble Commission, overall O&M expenses as

per norms will reduce substantially. However, in actual scenario
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Licensee will have to incur O&M expenses which are mostly fixed in
nature. Moreover, the Discom has to maintain the distribution network
to serve the open access consumers too. For example, if 50% of the total
sales shifts to Open Access, normative O&M expenses will reduce by
50%.

TPDDL
f) Changed the norms for computing the O&M Expenses for DISCOMs and

has linked the norms to unit sale of power. Will impede the ability of
TPDDL to carry out the operation and maintenance of its distribution
network as it cannot, with certainty, assess the Unit sale as opposed to
assessing the network capacity. Sales is an uncontrollable Parameter.

g) The expenses of FY 2020-21 and FY 2021-22 cannot be considered
while computing the average expenses for determination of normative
expenses as it will cause undue hardship to the Discom which is caused
by exceptional COVID situation. Hon’ble Commission should consider
the base data of FY 2019-20 for setting the norms.

h) Inconsistency in choosing the years for analysis. while for O&M
Expenses head, the Covid-19 pandemic impacted years FY 2020-21 and
FY 2021-22 has been considered, however for computing Escalation
Factor for FY 2021-22 not considered.

i) 10% Capitalisation Amount should be adjusted between FRSR and Non
FRSR heads appropriately.

j) Professional & Consultancy Fees and Legal Fees has not been

considered.

COMMISSION’S VIEW
a) DERC (Terms and Conditions for Determination of Tariff) Regulations,

2017 stipulate the Regulations for determining the O&M Expenses for
various Power Utilities under Regulation 87, 88, 89, 90, 91, 92 & 93. Of
these, Distribution Licensees are governed under Regulation 87, 88, 92

& 93.
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b)

d)

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

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

Based on the submission of DISCOMs and recent finding of Hon’ble
Supreme Court of India in its judgment dated 18/10/2022, the FRSR
employee cost is being treated as an uncontrollable expense. The
benchmark has been carried out on the basis of the actual O&M
Expenses as reported in its Audited Financial Statements for the last
five Financial years excluding the costs as discussed hereunder.
Employee Cost relating to FRSR Employees governed under Tripartite
Agreement. The FRSR employee cost has been considered as
uncontrollable and not included in the normative O&M Expenses of the
DISCOMs. The DISCOMs have opined for replacement cost for
retirement of such FRSR employees in their normative Non FRSR Costs.
In this regard, it is informed that the employees retiring from the
business are generally replaced with fresh talent. Further, such
replacement has been a continuous process as the FRSR employee
count has declined over a period of time and has been replaced in due
course of time. The same is done by way of replacement at same level
and also supplemented by induction at junior level. The Commission
will map suitably the replacement cost of FRSR employees with non-
FRSR employees and, after prudence check, will allow such replacement
cost.

Rates & Taxes - Levy such as land license fee to GoNCTD, license fee to

DERC is also being treated as uncontrollable and not considered in the
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g)

h)

j)

normative O&M Expenses. All statutory levies, if not indicated
separately from the cost head, for example GST paid on service contract,
professional charges etc. are not being considered separately as the
same are forming part of the normative O&M expenses.

Corporate Social Responsibility, or CSR, refers to the belief that
businesses have an obligation to society beyond their commitments to
their stockholders or investors. As per Companies Act 2013, all
companies with net worth above Rs. 500 Cr., turnover over Rs. 1,000
Cr., or net profit over Rs. 5 Cr are required to spend at least 2 per cent
of their annual profits (averaged over 3 years). Section 135 of the Act
which mandates the CSR & also asks companies to establish a CSR
committee to oversee the spending. Such obligation on account of CSR
spending which is not a business expense cannot not be passed onto
the consumers and therefore excluded from the O&M Expenses of the
DISCOMs.

Based on the representation of the DISCOMs, the Performance Related
Incentives forming part of Employees Salary and not out of Profit of
Company shall be allowed subject to Prudence Check.

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

Based on the financial representation of the expenses, Water charges
have been included in the normative O&M expenses and shall not be
trued up separately.

The average cost for last 5 years is multiplied by an inflation rate as
determined to arrive at the cost for the base year FY 2022-23. The
Commission has considered an inflationary growth on the O&M cost for
the Base year FY 2022-23 to arrive at the base cost for the period FY
2023-24 to FY 2025-26.
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k) The Commission has projected the estimated sales for FY 2022-23
considering the CAGR growth from FY 2017-18 to FY 2019-20. FY 2020-
21 and FY 2021-22 have not been considered due to imposition of
Covid-19 lockdown.

1) The rate per unit of cost is thereafter derived by dividing the total
Controllable O&M cost by the estimated sales.

m) Uncontrollable expenses such as FRSR expenses, Rates & Taxes shall
be allowed in the ARR equally to last available actual FRSR expenses
which shall be trued-up. All expenses as indicated ‘common’ for FRSR
and Non FRSR employees have been considered under the Controllable
O&M expenses as they are not incurred under tripartite agreement.

n) Accordingly, the controllable O&M expenses have been arrived at as

follows:
inRs. Cr

BRPL Audited Audited Audited Audited Audited Estimated Projected

FY 2017-18 FY 2018-19 FY 2019-20 FY 2020-21 FY 2021-22 FY 2022-23 FY 2023-24 FY 2024-25 FY 2025-26
Employee Exps (NET of capitalisation)
FRSR 293.55 255.83 245.12 326.17 271.42 257.85 244.95 232.71 221.07
Non FRSR 240.40 265.86 276.24 237.38 271.19 296.02 309.82 324.25 339.36
A&G Expenses 197.16 212.79 233.37 224.15 235.94 252.99 264.78 277.12 290.04
Vehicle Hire & Running Expenses 35.21 38.67 39.43 35.64 37.50 42.75 44.74 46.83 49.01
Travelling, Conveyance, Boarding & Lodging 6.88 7.12 7.63 5.82 5.71 7.60 7.96 8.33 8.72
Insurance 2.42 3.33 4.11 6.82 6.25 5.26 5.50 5.76 6.03
Bill Collection Charges 9.78 8.21 7.51 5.99 7.09 8.85 9.26 9.69 10.14
Communication Expenses 7.01 7.82 9.09 7.91 7.77 9.08 9.50 9.95 10.41
Printing and Stationery 8.37 7.04 5.27 6.76 7.55 8.02 8.40 8.79 9.20
Meter Reading & Bill Distribution Expenses 42.13 43.46 48.68 46.80 50.07 53.00 55.47 58.05 60.76
Call Centre Expenses 14.18 15.35 16.58 17.57 16.55 18.40 19.25 20.15 21.09
House Keeping Charges 13.80 14.69 15.40 16.28 16.24 17.52 18.34 19.19 20.08
Security Expenses 22.45 24.34 26.73 27.13 27.97 29.49 30.86 32.30 33.81
Advertisement Expenses 2.17 2.13 2.38 1.49 1.81 2.29 2.39 2.51 2.62

Professional Consultancy Charges
(Adjusted by 15 cr each in FY 2017-18 & FY 2018-19

on account of legal expenses) 24.07 19.99 18.83 16.79 18.90 22.60 23.66 24.76 25.91
Enforcement Expenses - CISF - - -0.00 - - -0.00 -0.00 -0.00 -0.00
Miscellaneous Support Service (SLA) - - 21.50 22.48 24.29 15.65 16.38 17.15 17.95
Remuneration to Auditors 0.48 0.45 0.53 0.43 0.68 0.59 0.62 0.65 0.68
Directors' Sitting Fees 0.21 0.23 0.17 0.22 0.21 0.24 0.25 0.26 0.27
Bank Charges 0.83 0.65 0.45 0.21 0.24 0.55 0.57 0.60 0.63
Miscellaneous Expenses 7.17 19.31 9.08 5.81 7.11 11.12 11.63 12.18 12.74
R&M Expenses 178.23 203.63 193.49 205.17 195.51 223.79 234.22 245.13 256.55
- machinery 129.22 140.12 140.80 143.76 143.57 159.92 167.37 175.17 183.33
- Buildings 4.33 2.82 2.70 14.51 5.47 6.84 7.16 7.49 7.84
- Others 8.94 14.20 13.98 16.56 14.37 15.60 16.33 17.09 17.89
- Stores and Spares consumed (Net of recoveries) 35.74 46.49 36.01 30.34 32.10 41.43 43.36 45.38 47.49
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BYPL

Employee Exps (NET of capitalisation)
FRSR
Non FRSR

A&G Expenses

Vehicle Hire and Running Expenses
Travelling, Conveyance, Boarding and Lodging
Insurance

Bill Collection Charges

Communication Expenses

Printing and Stationery

Meter Reading and Bill Distribution Expenses
Call Centre Expenses

House Keeping Charges

Security Expenses

Advertisement Expenses

Professional Consultancy Charges

dited

dited A

d

Projected

inRs. Cr.

FY 2017-18 FY 2018-19 FY 2019-20 FY 2020-21 FY 2021-22 FY 2022-23 FY 2023-24 FY 2024-25 FY 2025-26

(normalized to exclude legal expenses for FY 2017-18 by 6 Cr and FY 18-19 by 10 Cr)

Door Step Service Expenses

Misc Support Service (SLA)

Expenditure on Corporate Social Responsibility
Remuneration to Auditors

Directors' Sitting Fees

Bank Charges

Miscellaneous Expenses

R&M Expenses

- Machinery

- Buildings

- Others

- Stores and Spares consumed (Net of recoveries)
- Stores and Spares written off

TPDDL

Employee Exps (NET of capitalisation)
FRSR
Non FRSR

A&G Expenses

Communication expenses

Printing and stationery

Legal and professional charges
Travelling and conveyance

Insurance

Advertisement, publicity and business promotion
Rent and hire charges

Freight, handling and packing expenses
Bill collection and distribution expenses
Postage and courier charges

EDP expenses

Housekeeping expenses

Miscellaneous expenses

Transferred from R&M Expenses

R&M Expenses

Stores and spares consumed (net of recoveries)
(i) Building

(ii) Plantand equipment

Audited

256.76
107.80

171.23
18.95
2.30
179
17.74
8.12
3.87
32.19
4.29
7.91
16.45

0.87
~

10.33
5.47
35.49

0.45
0.20
124
3.59

119.32
82.15
3.89
6.98
26.26
0.03

Audited
FY 2017-18 FY 2018-19 FY 2019-20 FY 2020-21 FY 2021-22 FY 2022-23 FY 2023-24

223.87 198.87
249.69 270.83
127.13 135.28
2.33 2.58
2.96 3.22
5.50 7.73
6.83 9.04
5.06 5.14
7.14 3.01
2.50 2.56
0.44 0.62
12.00 11.43
0.34 0.32
11.31 8.89
8.93 9.20
9.55 10.29
52.22 61.25
112.18 113.63
28.90 30.69
5.07 4.52
78.21 78.42

226.45
123.93

179.15
20.82
2.26
2.44
16.39
6.88
3.40
33.01
4.26
7.99
16.79
0.77
~

10.54
5.31
38.08

0.43
0.26
0.76
8.76

134.11
90.09
3.84
8.27
3191

Audited

201.72
303.18

132.62
2.40
3.27
7.91
8.20
6.31
2.39
1.29
0.53

11.22
0.39
12.41
9.83
9.42
57.07

127.94
40.47
5.22
82.25

221.70
126.15

174.71
22.98
197
2.79
1231
8.01
3.26
32.78
5.26
8.58
16.69
0.69

10.29
6.34
36.94

0.47
0.17
0.47
4.72

128.81
90.96
5.52
9.57
22.76

Audited

272.51
284.62

117.18
2.40
1.68
4.58
3.19
7.96
1.98
1.15
0.44
7.04
0.18

12.29
10.19
11.68
52.42

141.58
43.28
5.23
93.07

295.61
97.72

179.19
22.83
111
4.41
13.64
9.20
3.14
29.76
5.90
9.44
17.57
0.72

10.47
6.09
36.25

0.42
0.22
0.55
7.47

129.75
95.35
2.98
9.93
21.48

251.77
105.36

191.84
25.15
132
4.55
14.84
8.33
5.26
35.63
7.42
9.56
18.49
0.89

10.35
43.32

0.64
0.21
0.34
5.53

133.82
100.19
2.97
9.39
21.27

Audited Estimated

228.57
287.15

122.84
237
2.40
4.93
4.62
8.22
171
0.90
0.56
8.15
0.19
13.71
10.65

9.80
54.61

154.04
51.93
5.41
96.71

245.97
319.96

145.60
2.77
3.10
7.03
7.31
7.49
3.72
1.93
0.59
11.43

0.33
13.44
11.19
11.63
63.64

148.89
44.77
5.84
98.28

239.18 227.22 215.86
128.62 134.61 140.89
205.47 215.04 225.06
25.39 26.57 27.81
2.05 2.15 2.25
3.67 3.84 4.02
17.18 17.98 18.81
9.29 9.73 10.18
4.34 4.54 4.76
37.46 39.20 41.03
6.22 6.51 6.81
9.97 10.43 10.92
19.72 20.64 21.60
0.90 0.95 0.99
11.92 12.47 13.06
5.32 5.57 5.83
43.58 45.61 47.74
0.55 0.58 0.61
0.24 0.25 0.26
0.77 0.80 0.84
6.90 7.22 7.55
148.07 154.97 162.19
105.18 110.08 115.21
4.40 4.61 4.82
10.12 10.59 11.09
28.36 29.68 31.06
0.01 0.01 0.01
in
Projected
FY 2024-25
233.67 221.98
334.87 350.47
152.39 159.49
2.90 3.03
3.25 3.40
7.36 7.70
7.65 8.01
7.84 8.21
3.89 4.08
2.02 211
0.62 0.65
11.96 12.52
0.34 0.36
14.06 14.72
11.71 12.26
12.18 12.74
66.61 69.71
155.83 163.09
46.85 49.04
6.11 6.39
102.87 107.66

205.07
147.45

235.55
29.11
2.35
4.20
19.69
10.65
4.98
42.94
7.13
11.43
22.60
1.04

13.66
6.10
49.96

0.63
0.28
0.88
7.90

169.75
120.58
5.04
11.60
32.51
0.01

Rs. Cr

FY 2025-26

210.89
366.81

166.92
3.17
3.56
8.06
8.38
8.59
4.27
221
0.68
13.10

0.38
15.40
12.83
13.34
72.96

170.69
51.32
6.69
112.68

Note: The FRSR employee cost as shown above is subject to True-up based on the

actuals and is only indicative for the purpose of ARR.

The summary of O&M Expenses are as follows:

oion:t;:;::zs UoM :(a;gzy;; FY2023-24 | FY2024-25 | FY2025-26
BRPL
Eg‘s‘;{'oyee - Non Rs. Cr. 296.02 309.82 324.25 339.36
A&G Rs. Cr. 252.99 264.78 277.12 290.04
R&M Rs. Cr. 223.79 234.22 24513 256.55
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Controllable Base year
0&M expenses | UM Fy 200003 | FY2023-24 | FY202425 | FY2025-26

Total Rs. Cr. 772.80 808.82 846.51 885.95
Estimated Sales MU 14,175 14,781 15,412 16,071
Rate/ unit Paise 54.72 54.92 55.13
BYPL

Employee - Non Rs. Cr. 128.62 134.61 140.89 147.45
FRSR

A&G Rs. Cr. 205.47 215.04 225.06 235.55
R&M Rs. Cr. 148.07 154.97 162.19 169.75
Total Rs. Cr. 482.16 504.63 528.14 552.75
Estimated Sales MU 7,545 7,867 8,201 8,551
Rate/ unit Paise 64.15 64.40 64.64
TPDDL

Employee - Non Rs. Cr. 319.96 334.87 350.47 366.81
FRSR

A&G Rs. Cr. 145.60 152.39 159.49 166.92
R&M Rs. Cr. 148.89 155.83 163.09 170.69
Total 614.45 643.08 673.05 704.42
Estimated Sales MU 10,101 10,464 10,840 11,229
Rate/ unit Paise 61.46 62.09 62.73

p) As NDMC doesn't have separate books of Accounts for its electricity

business, the Commission has considered normative O&M Expenses of

NDMC equal to that of BRPL and will additionally consider Govt.

Employees’ cost of NDMC as per actuals in line with FRSR principle of
other DISCOMs. The Total O&M cost shall be trued up subject to

actuals and prudence check.

O. Regulation 24 - CAPITAL INVESTMENT PLAN

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

Distribution Licensee shall be as follows:

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

Particulars FY 2023-24 FY 2024-25 FY 2025-26 Total
Capitalization 658 681 706 2045
Smart Meter 200 200 200 600
Less: Deposit Work 100 100 100 300

Total 758 781 806 2345
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Table 10: Capitalisation for BYPL for the Control Period (in Rs. Cr.)

Particulars FY 2023-24 FY 2024-25 FY 2025-26 Total
Capitalization 359 372 385 1116
Smart Meter 150 150 150 450

Less: Deposit Work 72 76 80 228
Total 437 446 455 1338
Table 11: Capitalisation for TPDDL for the Control Period (in Rs. Cr.)
Particulars FY 2023-24 FY 2024-25 FY 2025-26 Total
Capitalization 388 414 431 1233
Smart Meter 66 66 66 197
Less: Deposit Work 50 50 50 150
Total 404 430 446 1280
Table 12: Capitalisation for NDMC for the Control Period (in Rs. Cr.)
Particulars FY 2023-24 FY 2024-25 FY 2025-26 Total
Capitalization 138 148 139 425

(2) The Distribution Licensee shall take approval for Capital Investment
Schemes as per the provisions of Capital Investment Guidelines issued by the

Commission from time to time.

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

actuals in construction of projects in a particular Financial Year.

(4) The Licensee shall submit the quarterly Capital investment plan along with
scheduled date of Commissioning in the Annual Tariff Petition for the relevant
year, which shall form the basis for computing the Fixed Cost in terms of
Regulation 130 (c) of the DERC (Terms and Conditions for Determination of Tariff)
Regulations, 2017.

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

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

(6) The quarterly Capital Cost submitted by the Distribution Licensee as per
aforesaid sub- Regulation (3) shall be trued up by the Commission and financial

impact on account of variation in Projected Capital Cost in the Tariff Order vis-a-
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vis actual capital cost shall be dealt under the Annual true up of relevant financial

year as follows:

(a) Any excess tariff recovered on account of variation in projected
capitalization in the tariff order vis-a-vis trued up capitalization by more than 10%
during the year, shall be adjusted in the Revenue Gap/Surplus of the relevant
year along with interest rate at 1.20 times of applicable Weighted Average Cost
of Capital (WACC) of respective year:

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

year.

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

STAKEHOLDER’S COMMENTS/SUGGESTIONS

BRPL & BYPL
a) The Commission has used an average of the actual capitalization of the

last 10 years to arrive at the projected capitalization for the upcoming
fiscal year, and has also escalated it by 3.54%. It appears that the
Commission may have cherry picked the data of relevant years to arrive
at these figures, without any rational nexus.

b) Majority of the Capex requirement is based on the relief required to
reduce existing network constraints and overloading, which may not
necessarily be reflected in the past 10 years of capitalization data.

c) The Commission has not considered the escalation in cost, particularly
in the material costs for various equipment and components required
for system improvements. There has been significant increase in the

cost of PTR, EHV cable, HT cable, DT, and RMU over the past 10 years.
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d) The Commission has considered a growth rate of 3.54% in the base

g)

capitalization for FY2022-23, but BSES DISCOMs are unable to verify
this figure from 20th EPS survey data. The Commission has projected
the growth rate for Transmission Business-Capex on the basis of Delhi
peak demand, but BRPL & BYPL suggests that the capex growth rate for
Distribution Business should be considered based on Delhi peak
demand as the majority of the capital expenditure is required to address
Load Growth requirement and towards improving system reliability as
well as reducing distribution loss.

Further, Commission has proposed reduction in distribution loss, but
has been conservative in approving capex, which may make it difficult
for DISCOMs to achieve its goals.

As required by a Ministry of Power (MoP) notification dated 23.05.2022
to install smart meters in a phased manner. Additional capex will be
required for the installation of these smart meters. Therefore, the
Commission shall allow additional capex for the installation of smart
meters as it is a statutory obligation.

2nd amendment of GNM/VNM guidelines mandates that network
augmentation cost of projects under GNM-VNM is to be borne by
DISCOMS up to a specific capacity. Therefore, the Commission shall
allow additional capex for augmentation cost of projects under GNM-

VNM.

OTHER STAKEHOLDER’S COMMENTS

h) Target for capitalisation as proposed in the draft is adequate and

i)

acceptable.
The proposed Capital Investment for smart meter is very high and needs

to be scaled down as given below.

Rs Cr
DISCOM 2023-24 2024-25 2025-26
BRPL 100 100 100
BYPL 75 75 75
TPDDL S50 S50 S50
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j) The Licensee shall furnish reason for not fixing Smart Meter since 2013
as per Ministry of Power, Government of India direction and also for all
new connections. Licensee shall provide due credit towards residual life
of the Meter being replaced in case these are changed prematurely prior

to their full life.

COMMISSION’S VIEW
a) The Commission observed that the distribution licensees (BRPL, BYPL &

TPDDL) have projected a compound annual growth rate (CAGR) in the
range of 1.71% to 3.06% for the Sanctioned loads and sales forecast in
the next control period.

b) In view of the DISCOMs' requirements for load growth, system
reliability, reduction in distribution losses, and reduced capitalization
due to Covid-19, the Commission has considered the maximum
capitalization done by DISCOMs in the last 5 years as the base year.

c) Based on the 20th EPS survey data, the energy requirement for Delhi is
projected to grow at a CAGR of 3.54% in the next 5 years from FY 2023-
24 to FY 2027-28. Accordingly, the capitalization of the distribution
licensees (BRPL, BYPL & TPDDL) is projected with the same CAGR rate
for the next control period of the BPR.

d) Further, BRPL and BYPL has planned capitalisation of 2178 Cr and
1413 Cr for the Smart Meters in the next 3 years. Commission has
already approved 262.4 Cr and 191.3 Cr for Smart meters in 2016.
However, BRPL and BYPL has installed approx. 11000 Smart Meters till
date. Accordingly, the projected capitalisation of BRPL & BYPL for Smart
Meters in the control period seems unrealistic. In view of above,
Commission has approved the 200 Cr for BRPL, 150 Cr for BYPL and 66
Cr for TPDDL for Capitalisation for Smart Meters in each year of control

period.

P. Regulation 25 - TARGET FOR DISTRIBUTION LOSS
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“(1) The Distribution Loss target in terms of Regulation 4(9)(a) of the DERC
(Terms and Conditions for Determination of Tariff) Regulations, 2017 for the

Distribution licensees shall be as follows:

Table 13: Target for Distribution Loss for the Control Period

Sr. Distribution Licensee 2023-24| 2024-25| 2025-26
1 BSES Rajdhani Power Ltd. 7.30% 7.14% 6.96%
2 BSES Yamuna Power Ltd. 7.72% 7.54% 7.33%
3 Tata Power Delhi Distribution Ltd. 6.91% 6.83% 6.74%
4 New Delhi Municipal Council 7.72% 7.54% 7.33%

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

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

(4) Any financial impact due to Overachievement on account of Distribution Loss
target by the Distribution Licensee for the relevant year shall be shared between

the Distribution Licensee and Consumers as follows:

i. in case actual Distribution Loss is between the loss target and loss

target minus [50%*(Previous Year Target-Current Year Target)] for the
relevant year shall be shared in the ratio of 2/ 3% to Consumers and

1/ 3" to the Distribution Licensee;

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

Distribution Licensee.

Explanation -

Previous Year Distribution Loss
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Target - PYT Current Year
Distribution Loss Target - CYT

CASE 1: If Actual Loss > CYT, 100% of the distribution loss is to

Distribution Licensee
CASE 2: If CYT > Actual > [CYT-50%*PYT-CYT)], 1/37% of the incentive

is to Distribution Licensee and 2/ 3" of the incentive is to Consumers.

CASE 3: If Actual < [CYT-50%*PYT-CYT)], incentive upto [CYT-
50%*(PYT-CYT)] is to be shared as 1/ 3" to the Distribution Licensee
and 2/ 3rd to the Consumers. Remaining incentive is to be shared as

2/ 3rd to the Distribution Licensee and 1/3rd to the Consumers.”

STAKEHOLDER’S COMMENTS/ SUGGESTIONS

TPDDL

a)

b)

The loss target specified for the upcoming Control period (FY 2023-24 to
FY 2025-26) is ex-facie contrary to the principles of the Tariff
Regulations 2017 and are unrealistic and unachievable.

The trajectory for the previous control period i.e., FY 2020-21 to FY
2022-23 was worked out by gradually lowering the Distribution Loss
levels of FY 2019-20 by 0.10% for every succeeding year, with an
aggregate reduction of Distribution Loss by 0.30% in the entire control
period of FY 2020-21 to FY 2022-23. The Distribution Loss target in the
transition year between the two control period i.e., FY 2022-23 to FY
2023-24 is 1.48% which is unachievable in one Financial Year.

Utilities operating in India and globally, who had once achieved the
lower Distribution losses were not able to sustain them in future.
Several utilities which had achieved Distribution losses in the range of
8% to 30% but were unable to sustain it in the upcoming Financial

Years

Table: Utilities achieving lower losses in FY 2018 but not able to sustain in

FY 019 and FY 2020

DISCOMs | FY 17-18 | FY 18-19 | FY 19-20
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PSPCL 11.06 11.28 12.02
NPCL 7.99 8.15 8.26

Goa PD 10.90 11.26 12.00
Lakshadweep ED 5.20 8.87 14.13
Mizoram PD 16.16 16.20 20.66

Table: Utilities achieving lower losses in FY 2018 but not able to achieve the

similar level in FY 2019 sustain in FY 2019 and FY 2020

DISCOMs FY 17-18 FY 18-19 FY 19-20
Andaman & Nicobar PD 19.14 23.20 22.60
APDCL 17.64 19.70 19.06
HPSEBL 11.08 12.46 11.68
JBVNL 19.48 22.89 22.46
JDVVNL 19.33 23.12 19.38
APEPDCL 5.12 6.68 6.64
TSECL 22.25 31.68 30.04

d) Other private DISCOMs such as Torrent Power - Surat and TPCL -

Mumbai are compared for Distribution Losses but these companies are
Distributing Power through completely underground network and hence
not comparable with TPDDL. Amongst other private DISCOMs - Adani
Electricity Mumbai Limited (AEML), Noida Power Corporation Limited
(NPCL), CESC limited has Distribution Loss levels higher than the
Distribution Loss levels of TPDDL. Further, Distribution Loss reduction
for these DISCOMs in recent years were either minimal (0.05% for AEML
in FY 2019-20) or increased (from 7.99% to 9.23% for NPCL).
Considering this setting target for Distribution Loss reduction from
7.11% to 6.00% (1.11% in 4 years - approx. 15.6% of 7.11%) and a steep
drop from 7.11% in FY 2021-22 to 6.22% in FY 23-24 is not justifiable

and beyond any logic.

Table: Distribution loss trajectory during last 4 years for various private entities

Particulars 2017-18 2018-19 2019-20 2020-21
Adani Elec.tri_city Mumbai 8.16% 7 85% 7 80% )
Limited
Noida Power Company Ltd. 7.99% 9.23% 9% 8.8%
CESC 9.65% 8.96% 8.86% 8.35%
TPDDL 8.18% 7.90% 6.78% 7.15%

e) The Commission has specified the Distribution Loss target for the

upcoming control period by considering the Zonal/Divisional bifurcation
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g)

h)

of the region being served by the Distribution License to decide the
Distribution Loss for TPDDL. This amounts to micro-management of the
Utility, which is contrary to the principle settled by Hon’ble APTEL
various Judgements. The Zones/districts are created by the Distribution
license for administrative convenience and for internal management of
operations. The same cannot become a basis for the Commission to
reduce the Distribution Loss in an arbitrary manner.

% share of Industrial consumers in the total consumption mix shows
decreasing trend and has reduced from 30% to 25% in last 7 years,
whereas the % share of Domestic Consumers shows increasing trend
and increased from 44% to 54% in the overall consumption mix. Since
all consumption of Domestic Consumers occurs at LT level thereby
increasing the Technical Losses. Losses due to theft etc. are more
associated with Domestic Consumers which would adversely impact the
Distribution loss level.

Open Access is only available for Consumer with Contract Demand 1
MW and above. 20-30% of High End consumers will move out from the
normal billing scenario in coming years. The annual billed units of
Industrial and Commercial consumer with load between 100 KW and 1
MW is about 1010 MUs. The high end consumers moving under Open
Access are having “Negligible” Distribution Loss with “100%” Collection
Efficiency. They help in creating balance in AT&C Loss levels with High
Loss Low Tension Consumers. Such migration of consumers shall
impact our Distribution losses for future year.

The reduced capital expenditure has resulted in the increased loading of
the network, which has led to increase in Technical Losses. TPDDL in
its area of operation has reached at such a level where there is limited
scope of reduction in AT&C Loss Level. Majority portion of the remaining
Distribution Losses are technical in nature and will require significant
network upgradation.

There are certain areas where there is a Law-and-Order issue which is
more than the simple Electricity Theft issues as the enforcement teams

get mishandled in these areas (like Bawana/ Kirari/ Badli etc.). The
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j)

reduction in the Distribution Losses in districts with large rural area,
large network DT Capacity and Bare Conductors etc is next to
impossible. Even it is not possible for DISCOMs to do Enforcement
Activities in some of these areas due to Consumer resistance and
without Police Support.

TPDDL has restructured its District boundaries with effect from
01.02.2021. Therefore, the Division wise losses for FY 2020-21 are not
correct. On considering, correct district wise distribution losses for FY
2021-22 and applying the methodology considered by the Hon’ble
Commission, the distribution loss target at the end of Control Period
comes to 6.68% vis-a-vis 6% derived by the Commission. Further, the
Feeder Switching or Back Feeding is normal phenomenon is distribution
Utility to ensure reliability to consumers, hence the Division-wise Losses
are not correct to high level. Therefore, it is requested to re-visit the

distribution loss target as specified in the Draft BPR 2023.

Table: Revised workings for the Distribution Loss at the end of the Control period

Distribution . Distribution

Na.\me. of Energy .Energy Losses (%) .Rev1sed. Losses (%)

District Input (MU) | Billed (MU) in FY 21-22 Billed Units in FY 25-26
Badli 621.60 553.61 10.94% 565.66 9.00%
Bawana 1300.02 1171.22 9.91% 1183.02 9.00%
Civil Lines 773.43 750.61 2.95% 750.63 2.95%
Keshav
Puram 803.95 754.21 6.19% 754.25 6.18%
Mangolpuri 618.99 576.76 6.82% 576.80 6.81%
Model Town 667.51 626.38 6.16% 626.42 6.16%
Moti Nagar 752.93 711.74 5.47% 711.78 5.47%
Narela 1088.77 994.04 8.70% 994.13 8.69%
Pitam Pura 612.37 573.77 6.30% 573.81 6.30%
Rohini 1034.25 984.75 4.79% 984.80 4.78%
Kirari 394.40 342.65 13.12% 358.90 9.00%
Shalimar 753.83 712.46 5.49% 712.50 5.48%

agh
Total 9422.05 8752.21 8792.69 6.68%

k) Overall, Distribution Loss for TPDDL may be kept as 7.14% from FY
2022-24 to FY 2027-28.
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)

For such a low Distribution Loss levels, the Distribution Licensee should
be allowed either to keep 100% of the overachievement (in line with
100% loss being borne by the Distribution Licensee in case of under-
achievement) or sharing mechanism should be at least 50:50 between
the Distribution Licensee and Consumer. For sharing mechanism, it is
requested to consider the following:

(i) Approve distribution loss trajectory as submitted by the Distribution

Licensee.

(ii) Allow Distribution Licensee to retain 2/3t of the gain on account of
achievement of Distribution Loss level better than target prescribed;
(iij)Allow Distribution Licensee to recover 1/3r of loss on account of

underachievement of Distribution Loss level as prescribed in Tariffs

Policy.

BRPL & BYPL

m) BRPL & BYPL proposed Distribution Loss trajectory as 7.90% & 8.50%

respectively for the full Control Period, since the reduction of losses from
the current levels would require substantial CAPEX which would
ultimately burden the consumers.

Division-wise bifurcation is contrary to all settled principles of Tariff
determination and the past practice of the Commission. Therefore, to fix
losses on the basis of individual divisions is not only unfair but is
against settled law that the Commission is not permitted to
micromanage the affairs of a Licensee. The Commission cannot adopt
the role of a “Controller” instead of being a “Regulator”.

The overloading of Distribution System beyond 70% would increase the
failure rate of the equipment. To reduce the further losses, significant
amount is required to put in CAPEX for augmentation of
Transformers/Equipment to reduce I2R losses. The divisions in the loss
level of 3% to 5% have only Technical Losses for further reduction of
0.09% would require huge amount of CAPEX. The two are contra
indicated, i.e., if Distribution Losses has to be reduced then CAPEX has

to be increased.
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p)

q)

As per IS 16444 (for smart meter) Clause No. 6.10.1, the internal Max
Power consumption for a Smart Meter is SW. However, for existing
normal Static Meter, as per IS 13779 clause no 9.1.1, internal Max
Power consumption is 1.5 W only, which is being considered by BYPL as
part of its Technical Losses. Accordingly, with installation of Smart
Meters there would be an increase in the Auxiliary Consumption of
approximately 0.72%. This would have a substantial impact on
Technical Loss trajectory for FY 2023-24 onwards for which the present
Business Plan is being filed.

The year on year reduction of other States’ private utilities are also not
so steep as proposed by the Commission. In case of BYPL CAPEX to a
very low level of Rs. 331 Cr. for FY 2023-24 is given to reduce the losses
by a huge margin of 1.37%. Similarly, for FY2024-25 & FY2025-26
CAPEX to the level of Rs. 336 Cr. & Rs. 341 Cr. has been given to
reduce the losses by 0.18% and 0.19% respectively.

Based on the above submission, it is requested to fixed the Distribution
Losses of 7.90 % & 8.50% for BRPL & BYPL respectively in each year of

the control period.

NDMC

)

The trajectory for reduction in Distribution Losses is being tightened on
year to year basis. It may be fixed reasonably considering the DISCOMs

Distribution Network.

SAC MEMBER

t)

Dr. Anoop Singh (CER) -For those divisions where losses are high,
CAPEX may be increased. Auxiliary circuit consumption of smart meters
isup to 1 to 1.5 Watt and maximum up to 5 Watt, if the smart meter is
manufactured badly. 0.72% impact on Distribution Loss due to Aux.
consumption of Smart Meters seems to be a higher number.

Dr. G. C. Datta Roy (DESL) -Though AT&C losses have been
significantly reduced, there are still some high-loss islands. DISCOMs
may be asked to furnish the outcome and recommendations on the

Energy Audit conducted by DERC in pre-Covid period.
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Ms. Mallika Gope (NABL) —-The impact of auxiliary circuit consumption
of smart meters, indicated as approx. 0.72% on technical loss trajectory,
seems to be on higher side. A realistic data for the Smart meters may be

considered.

OTHER STAKEHOLDERS

w) The Target set for Distribution Loss in Draft Regulations shall not be

x)

changed as enhancement of target by over 1% over AT&C loss
achievement 2022-23 is attainable and desirable.

Distribution Loss shall include Self-consumption of DISCOMs also.

COMMISSION’S VIEW

a)

b)

The Commission notes that Distribution Licensees have expressed their
concern related to stringent Distribution Loss targets proposed in the
Draft DERC (Business Plan) Regulations, 2023. They have also expressed
their concern related to Law and Order issue in certain areas which
hampers their Enforcement Activities and leads to high Distribution
Loss in these zones. TPDDL has submitted Law and Order issue in
various such zones as Bawana, Narela and Mangolpuri which is more
than the simple Electricity Theft. The Enforcement teams get
mishandled in these areas. BSES DISCOMs have submitted that as per
IS 13779, the internal max. Power Consumption for a Smart Meter is 5
Watt. Further, it has also been mentioned that installation of Smart
Meters would lead to 0.72% increase in Auxiliary Consumption which
would tantamount to increase in Losses. DISCOMs have suggested that
if Distribution Losses has to be reduced, CAPEX may be increased. SAC
member submitted that Auxiliary circuit consumption of smart meters
varies in the rage of 1 watt to 1.5 Watt. 0.72% impact on Distribution
Loss due to Aux. consumption of Smart Meters seems to be a higher
number.

The Commission takes note of the above comments/suggestions of the

SAC Members and DISCOMs.
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)

d)

Since the benefit of reduction in Distribution Loss has Long Term
advantage and it leads to reduction in Power Purchase requirement
which is currently at a high rate on account of Blending of Imported
Coal, therefore, CAPEX has been increased for Distribution Licensees. It
is stated that Distribution Licensees should focus on Loss Reduction
Schemes in High/ Medium Loss Prone Zone areas and should bring
down the Distribution Losses in these zones. Considering Power
Purchase requirement of 30,000 MU, a reduction in 0.5% of Distribution
Loss at APPC of Rs. 6/kWh translates to reduction of Rs. 90 Crore/year
in Power Purchase Cost. The benefit of such reduction in Power
Purchase Cost on yearly basis will benefit the end Consumers.
Therefore, the Commission is of the view to increase the CAPEX, as
explained above, will lead to reduction in Power Purchase Cost on yearly
basis. Increase in expenses with respect to CAPEX i.e. Depreciation and
Return on Equity will be quite less as compared to the benefit obtained
through reduction in Power Purchase Cost on the account of reduction
in Distribution Loss.

TPDDL submitted that they have restructured their boundaries w.e.f.
1/02/2021 which was informed to the Commission vide letter dated
15/01/2021 & email dated 11/04/2022. Accordingly, the Distribution
Loss for DISCOMs were re-computed by considering Division Wise
Distribution Loss of FY 2021-22 so as to factor-in the impact of
restructured boundaries.

The Commission observed an inadvertent error in computation of
Distribution Losses of FY 2021-22 since 50.24 MU of TOWMCL Open
Access Source was not accounted in Energy Input & Energy Sales for
TPDDL.

Division wise Actual Distribution Loss were modified to make them
realistic and split up into High Loss prone Zones (>20%) and Medium
Loss prone Zones (9.5% < DL < 20%) except for Jaffarpur and Daryaganj
division.

The Commission notes the concern of Distribution Licensee related to

sudden drop in Distribution loss and has considered grading of
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Distribution Loss in the ratio of 25%, 35% & 40% each year so that
Delta (A) in Distribution Loss rises gradually in Control period keeping

the End target same.
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The following table depicts division-wise the Distribution Loss levels for Delhi DISCOMs:
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Distribution Loss - TPDDL
Rate of HIGH LOSS MEDIUM
1. No. Particulars e | Energy Billed to the PRONE ZONES 10SS
FY 2017-18 | FY 201819 | FY 201920 | FY 2020-21 | FY 2021-22 decrease () put M) Consumers W ppong I
(o) ZONES
YoY
L |Badli 119%  721%|  591%|  10.59%  10.94% 4.40% 62160 562,55
! |Bawana 1367%  1273%|  1012% 1333%  9.91% 0.34%| 130002 1176.52] |considering Other Zones
3 |Civil Lines 5.58% 6.05% 4.47% 2.73% 295% 1343 751.31] [Reduction during control period  0.09%
4 [Keshav Puram 5.64% 5.66% 457% 561% 6.19% 80395 75491 [further reduced by
5 [Mangolpuri 9.06% 8.78% 8.03% 542% 6.82% 61899 57733 Distribution Loss Target ~ 6.74%
6 [Model Town 730% 4.95% 4.89% 4,99% 6.16% 66751 62699
7 Moti Nagar 6.08% 6.06% 4,08% 5.00% 547% 75293 71242
8 INarela 11.27%|  10.06%|  944%  1120%|  8.70% 0.06%| 1088.77 99503
9 |PitamPura 6.23% 6.22% 563% 4.34% 6.30% 61237 57434
10 [Rohini 4.20% 5.53% 5.81% 3.18% 4.79% 1034.5 985,64
T (Kirari 633%|  625%|  5.61%| 1043% 13.12% 4.00%( 39440 356.93
12 |Shalimar Bagh 8.89% 8.46% 745% 5.22% 5.49% 75383 T13.12
Total 8.20% 1.93% 683%  T15% @ 7.11% w21 §781.1




BRPL Distribution Loss

Power Energy HIGH LOSS MEDIUM LOSS
» FY 201718 | FY 201819 | FY 201920 | FY 202021 | Fy 202102 | P | Bled | PRONEZONES o, PRONEZONES oo,
S.No. Division Name
% % % % MU MU

1 Alaknanda 8.42% 8.16% 7.43% 6.29% 6.89% 592 552

2 Khanpur 9.30% 9.30% 8.15% 7.03% 6.55% 586 548

3 Saket 9.79% 7.76% 6.85% 5.87% 6.49% 1010 945

4 Vasant Kunj 7.15% 6.47% 5.31% 6.05% 6.21% 835 784

5 Nehru Place 4.52% 4.27% 3.19% 1.00% 4.32% 526 504

6 Nizamuddin 6.77% 6.06% 5.87% 5.03% 5.36% 597 566

7 Sarita Vihar 11.57% 10.96% 9.80% 5.96% 6.50% 492 460

8 New Friends Colony 11.57% 10.96% 9.80% 11.55% 12.28% 560 507

9 RK Puram 6.73% 4.41% 2 76% 4.18% 4.11% 439 421

10 Hauz Khas 3.57% 3.41% 4.19% 3.03% 4.11% 548 526

1 Janak Puri 3.38% 4.59% 3.39% 3.52% 4.54% 834 797

12 Najafgarh 32.69% 33.59% 22.72% 19.72% 17.33% 579 492

13 |Jaffarpur 54.00% 82.73% 42.19% 38.32% 34.39% 205 139

14 Nangloi 6.72% 7.99% 8.05% 7.62% 6.84% 668 623

15 Mundka 20.22% 19.84% 15.44% 14.36% 14.03% 436 3%

16 Punjabi Bagh 7.81% 7.69% 7.35% 5.17% 5.65% 476 450

17" |Tagore Garden 12.38% 10.27% 11.02% 10.02% 10.10% 607 249

18 Vikas Puri 12.38% 7.65% 8.62% 5.05% 5.66% 418 395

19 Uttam Nagar 12.38% 7.65% 7.90% 4.35% 6.12% 280 263

20 Mohan Garden 12.38% 7.65% 4.05% 6.41% 6.28% 29 278

21 Palam 7.83% 5.64% 7.21% 4.44% 5.61% 717 677 0.09%

2 Dwarka 4.84% 8.99% 4.68% 3.51% 4.90% 715 681| considering Other Zones Reduction during CP further redt

Total 9.94% 8.00% 1.17% 7.500% 12416 11551  6.96%
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Distribution Loss (%) Actual

Distribution Loss

HIGH MEDIUM
o Power Energy LOSS LOSS
Division Name FY 2017-18 | FY 2018-19 | FY 2019-20 | FY 2020-21 | FY2021-22 ot | G PRONE 20% PRONE 9.5%
ZONES ZONES
1 |Chandni Chowk 16.83% 13.65% 11.32% 14.80% 13.04%| 23335 21118
2 |Darya Ganj 18.21% 18.43% 14.52% 16.79% 15.36%| 480.49| 427.64
3 |Pahar Ganj 13.20% 10.21% 8.17% 10.00% 9.79%| 30531 27631
4 |Shankar Road 5.62% 4.36% 3.41% 3.71% 4.96%| 31080 295.66
5 |Patel Nagar 6.67% 5.05% 3.74% 5.26% 5.44%| 40005 378.66
6  [Jhilmil 5.93% 3.95% 3.88% 4.46% 4.49%| 414.46| 396.23
7 |Dilshad Garden 5.82% 4.98% 4.02% 4.69% 6.28%| 602.87| 565.54
8 |Krishna Nagar 10.10% 8.27% 7.01% 7.52% 7.10%| 62225 57861
9 |Laxmi Nagar 6.47% 6.07% 4.95% 5.70% 6.20%| 751.90{  705.94
10 Mayur Vihar 1019%  8.72% 6.75% 690%  7.27%| °70| 3683
11 [Mayur Vihar - 1i 11.52%  8.96% 7.02% 639%  7.79%| 0| 23307
12 |Yamuna Vihar 19.55% 17.78% 13.13% 12.47% 11.20%| 68789 62254
13 [Karawal Nagar 9.42% 8.03% 6.39% 751% 6.96%| 687.54|  640.32|considering Other Zones Reduction during CP further reduced by
14 [Nandnagri 11.29% 9.85% 7.66% 7.66% 8.24%| 53452 49095 0.09%
Total 10.77% 9.31% 1.31% 7.98% 8.02% 6681 6191 1.33%
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i) Based on above, the Commission has revised the Distribution
Loss target from the Draft DERC (Business Plan) Regulations,
2023 as follows:

Target for Distribution Loss for the Control Period

Sr. No. Distribution Licensee 2023-24 2024-25 2025-26
1 BSES Rajdhani Power Ltd. 7.30% 7.14% 6.96%
2 BSES Yamuna Power Ltd. 7.72% 7.54% 7.33%
3 Tata Power Delhi Distribution Ltd. 6.91% 6.83% 6.74%
4 New Delhi Municipal Council 7.72% 7.54% 7.33%

Q.Regulation 26- TARGET FOR COLLECTION EFFICIENCY

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

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

as amended from time to time for the Distribution Licensee.

(3) The financial impact on account of over-achievement in terms of
Regulation 164 of the DERC (Terms and Conditions for Determination
of Tariff) Regulations, 2017 as amended from time to time, for the
Distribution Licensee, from the target of 99.80% to 100% shall be
shared equally between Consumers and the Distribution Licensees.

Provided that there shall be no penalty for Collection Efficiency if
the same is in range of 99.50% to 99.80%.

STAKEHOLDER’S COMMENTS:
IPGCL/PPCL, DTL and NDMC
a) No comment.

BRPL AND BYPL
b) Stakeholders have submitted that the Collection Efficiency target is

to be fixed at 99% and the remaining 1% to be considered as bad &
doubtful debt in line with other States.
c) The difference between the range of 99% to 99.8% is so slim and

unpredictable that there ought not to be any penalty within that
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brand. The present proposal is contrary to Section 61 (c) of
Electricity Act as it does not encourage efficiency.

d) There should be no sharing with the consumers over 100%
Collection Efficiency as provided in the Principle Tariff Regulations,

2017.

TPDDL
e) Stakeholder have submitted that the target for Collection Efficiency

to 99.80% from 99.50% is increased in arbitrary manner by the
Commission.

f) The amount of collection considered by the Commission at the time
of Truing-up includes the recovery of arrears, rolling impact of
debtors. Due to this, collection efficiency may increase from the
level of 100% of billed amount but same is due to under
achievement of collection efficiency target in previous years.

g) The Commission has not approved any provision on bad and
doubtful debts, however, the minimum bad and doubtful debts
approved by other SERCs (JERC, OERC, MERC, MPERC, UPERC,
RERC etc.) is in the range of 0.25% - 2% of receivables/ARR.

h) Further, TPDDL has requested the Commission to approve a range
of Collection Efficiency 99.50% - 99.80% wherein no penalty or
incentive will be provided and DISCOMs to retain the entire gain
beyond 100% as the same is due to under achievement of
DISCOMs in previous year where DISCOMs have already been

penalized.

SAC Member
i) Dr. Anoop Singh (CER) — Target on collection considered by the

Commission, based on past year's performance of DISCOMs, seems

fine.

Commission’s View
a) With reference to the stakeholder’s comments/suggestion

regarding arbitrary high Collection Efficiency Target of 99.80%, the
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Commission observes that the said Target of 99.80% is considered
by the Commission based on the performance of DISCOMs over the
years mentioned in draft of the Regulations.

b) Based on the submissions of the stakeholders, the Commission
has approved the range for Collection Efficiency Targets i.e. 99.50%
to 99.80% wherein no incentive or penalty shall be levied on
DISCOMs considering Bad-Debts and doubtful debts provisions as
also established by other SERCs.

c) Further, the Commission has retained the existing provision of
retaining the entire incentives on account of over-achievement of
Collection Efficiency Target beyond 100% in line with earlier

Business Plan Regulations, 2017 & 2019.

R. Regulation 27 - Target for Renewable Purchase Obligation
“(1) The targets for Renewable Purchase Obligation (RPO) in terms of
Regulation 124 of the DERC (Terms and Conditions for Determination of Tariff)
Regulations, 2017 of a Distribution Licensee from FY 2023-24 to FY 2025-26

shall be computed as a percentage of Total Sale of Power to its Retail

Consumers in its Area of Supply.

(2) The target for RPO shall be met through purchase of Power from various
Renewable Energy Sources or purchase of Renewable Energy Certificates
(“REC”) or purchase of Hydro Energy Certificates (“HEC”) or combination of

these and shall be as follows:

Table 14: Targets for Renewable Purchase Obligation

Sr. | RPO Targets for Distribution FY FY FY
No. Licensee 2023-24 2024-25 2025-26
1 Wind RPO 1.60% 2.46% 3.36%
2 Other RPO 24.81% 26.37% 28.17%
3 HPO Target 0.66% 1.08% 1.48%
4 Total RPO Target 27.07% 29.91% 33.01%

(3) Wind RPO shall be met by Energy produced from Wind Power Projects
(WPPs) commissioned after 31st March 2022 and the Wind Energy consumed

over and above 7% from WPPs commissioned till 31st March 2022.
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(4) HPO shall be met by Energy produced from Hydro Power Projects
[including Large Hydro Projects (LHPs), Pumped Storage Projects & Small Hydro
Projects (SHPs)] commissioned after 8th March 2019.

(5) Other RPO shall be met by Energy produced from any Renewable
Energy Power Project not mentioned in 27 (3) & 27 (4) above and shall include
Hydro Power Projects [including Large Hydro Projects (LHPs), Pumped Storage
Projects & Small Hydro Projects (SHPs)] commissioned before 8th March 2019.

(6) Any shortfall remaining in achievement of 'Other RPO' category in a
particular year shall be met with either the excess energy consumed from
WPPs, commissioned after 31st March 2022 beyond 'Wind RPO' for that year or
with excess energy consumed from eligible LHPs [including Large Hydro
Projects (LHPs), Pumped Storage Projects & Small Hydro Projects (SHPs)],
commissioned after 8th March 2019 beyond 'HPO' for that year or partly from
both. Further, any shortfall in achievement of 'Wind RPO' in a particular year
shall be met with excess energy consumed from Hydro Power Plants, which is

in excess of "HPO' for that year and vice versa.

(7) Renewable Energy Certificates shall be considered as per Central
Electricity Regulatory Commission (Terms and Conditions for Renewable
Energy Certificates for Renewable Energy Generation) Regulations, 2022 as
amended from time to time, for computation of further shortfall in RPO, if any,
which shall be Trued-up.

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

Provided that in case the Annual Generation from Solar Generation system
recorded through Renewable Energy meters exceeds the Capacity Utilisation
Factor (CUF) of 19%, the Distribution Licensee shall get the Renewable Energy
meters tested by Independent third party, National Accreditation Board for
Testing and Calibration Laboratories (NABL) Accredited Meter Testing Lab.
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(9) The cost of Renewable Energy purchased by the Distribution Licensee
through Power Purchase Agreement approved by the Commission and the total
power injected into the grid through Net Metering arrangement, in excess of
RPO target shall be part of Power Purchase Cost of the Distribution Licensee for

the relevant year.

(10) Hydro power imported from outside India shall not be considered for
meeting HPO and the HPO Trajectory shall be trued up on an Annual Basis
depending on the Revised Commissioning schedule of Hydro projects. Further
to facilitate compliance of HPO, Hydro Energy Certificate mechanism, as

available, may be utilized by Distribution Licensees.

(11) Non-compliance of RPO targets by Distribution Licensees shall attract

penalty at the time of True-up of relevant Financial Year.

Provided that penalty for quantum of shortfall in RPO shall be 10% of
weighted average REC price discovered at Power Exchange (IEX) for the Trued-

up Year.

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

STAKEHOLDER’S COMMENTS
TPDDL
a) The Commission may modify draft Regulation 27 (6) and 27 (7) and

impose penalty only in case if the achievement is below 85% of the
RPO trajectory approved by the Commission. Further, once the
penalty is levied, any shortfall on which penalty is levied should
not be carried forward for future years. The same results into
double jeopardy which is legally not tenable. Further, the shortfall
over the achievement of 85% of the trajectory may be allowed to be
carried forward for compliance for the next year.

b) As per the amendment issued by CERC, Hon’ble CERC is no longer

required to approve Floor or Forbearance Price for REC and the
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d)

same is getting determined at exchange. The Commission may

make suitable change in the ensuing BPR accordingly.

The gestation period for the development of wind or solar plant is 2

years as per the Standard Bidding Guidelines and it may take 9 -

12 months for the Tendering Process to culminate into execution of

the PPA (post Tariff adoption) and start of the construction

activities. Therefore, it is requested to allow Moratorium Period for
the achievement of the incremental RPO trajectory during which no
penalty be levied for the underachievement of RPO trajectory and
that a longer term RPO trajectory be specified so that appropriate

Planning may be undertaken by the Obligated Entities.

In view thereof, the it is requested to consider the following:

(i) Implementation of Renewable Purchase Obligation in line with
Ministry of Power Notification dated 22/07/2022;

(ii) Allowing Moratorium Period of 3 years for the achievement of
the incremental RPO trajectory during which no penalty will be
levied for the underachievement of RPO trajectory;

(iii)Longer term RPO trajectory for next 8 years to be specified so
that appropriate planning may be undertaken by the Obligated
Entities;

(iv)No requirement for carrying forward past RPO compliance
shortfall in case penalty has been imposed on Distribution
Licensee;

(v) Include the Hydro Power procured by the Distribution licensee
(which is not coming under HPO) towards Other RPO trajectory
compliance;

(vi)Appropriately determine the penalty amount for RPO non-
compliance as CERC no longer determines the floor and

forbearance price of RECs;
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BRPL & BYPL

e)

g)

h)

j)

The wind RPO target is unrealistically high and does not take into
account the ground realities, since Delhi has low potential for such
Wind Power and is entirely dependent upon other States for such
procurement.

It is suggested to define RPO targets based on total Energy sales to
retail consumers and include Hydro power from HPPs
commissioned prior to 8th March 2019 in 'Other RPO' in line with
MoP methodology.

Kindly relax the Wind RPO targets, may align the Wind RPO targets
and adopt the methodology in accordance to MoP Wind RPO
trajectory. Further, WTE plants may also be included in the wind
category, so that no additional burden on the Delhi consumer to
meet RPO target.

The imposition of conditional compliance to be able to utilize
excess of any other RPO type on achieving 85% may be relaxed and
adopted as per the provisions of MoP order.

Waiver may be granted in RPO penalty for shortfall in procurement
of RE power on account of extension in SCoD and delay in
commissioning on account of Force Majeure / Govt. delays (for
reasons not attributable to Discoms). Accordingly, Generation Loss
due to extension of SCOD of RE projects may be treated as deemed
compliance. Also, Obligated Entities shall be incentivize on meeting
RPO compliance thereof.

Respective SERCs have proposed the lower wind RPO in their
Regulations which clearly demonstrates the arbitrariness of the
Commission’s proposal. A tabular representation of the targets for

States with higher wind power potential, is as under:

Table: Wind RPO Targets proposed by Other SERCs

States Wind RPO (%) Reference

* has proposed Wind RPO of
Delhi 10.75% in FY 2023-24 to 11.25%
in FY 2024-25

Draft Business Plan Regulations,
2022

Haryana

* has proposed same targets as
notified by MoP Order dated

HERC (Terms and Conditions for
determination of Tariff from
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States

Wind RPO (%)

Reference

22/07/2022.

Renewable Energy
Renewable Purchase
Obligation and Renewable Energy
Certificate) Regulations, 2021,
(2nd Amendment) 2022

Sources,

Himachal
Pradesh

* proposed same as MoP, Gol
notification dated 22-Jul-2022
regarding RPO trajectory
* has proposed Wind RPO of
1.60% in FY 2023-24 to 3.36% in
FY 2024-25. Such Wind RPO
limited to Wind Power Projects
commissioned after 31/03/2022
and wind energy procured over &
above 7% from WPPs
commissioned till 31/03/2022

Draft HPERC (Renewable Power
Purchase Obligation and its
Compliance) Regulations, 2022

Andhra
Pradesh

* has proposed for Non-Solar RPO
(incl. Wind) of 11% and above
*  No separate wind RPO
proposed.

draft APERC Renewable Power
Purchase Obligation (Compliance
by  purchase of Renewable
Energy/Renewable Energy
Certificates) Regulations, 2022

Tamil
Nadu

* has the RPO target of 10.50%
Non solar RPO (incl. Wind)

TNERC (Renewable Purchase
Obligation) Regulations, 2010 and
amendments

Gujarat

* RPO proposed at 8.45% for FY
2023-24

Draft GERC (Procurement of
Energy from Renewable Sources)

(Third Amendment) Regulations,
2022

Rajasthan

* Proposed Wind RPO of 9.40% in
FY 2023-24

RERC (Renewable Energy
Obligation) (Seventh Amendment)
Regulations, 2021

Madhya
Pradesh

* Proposed Wind RPO of 1.60% in
FY 2023-24 to 3.36% in FY 2025-
26. Such Wind RPO limited to
Wind Power Projects
commissioned after 31/03/2022
and wind energy procured over &
above 7% from WPPs
commissioned till 31/03/2022
* Remaining wind power included
in other RPO.

MPERC (Co Generation and
Generation of Electricity from
Renewable Sources of Energy)
(Revision-II)  Regulations, 2021
(First Amendment)

k) Any change in RE schedule cannot be adjusted by DISCOMs by

sending revision in other ISGS plants/Real time Market. The

variation specially in wind plants goes as low as “0%” to as high as

“80%”, this drastic increase/decrease of wind power results to

plight of any DISCOM resulting in exposure to DSM and will lead to

violations of the grid code due to factors which are beyond the

control of the DISCOM. In case, the wind power PPAs increases
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)

and so does variability increases in supplying reliable power to the
consumer of Delhi.

Keeping in view the low wind potential and technical constraints in
Wind Energy Generation and difficulty in scheduling of wind
power, it is requested to consider lower wind RPO target for Delhi

during the Control Period from FY 2023-24 to FY 2025-26.

m) Further, it is requested to remove “to the extent of 85% and above”

in sub-Clause 2, as Delhi-DISCOMs are entirely dependent upon
procurement from other states for meeting HPO and WPO.

In view of the extensions granted by SECI to the RE Generators,
the Ministry of Power (MoP) vide its letter dated 9/03/2021 to the
various State Regulatory Commissions including this Commission
has requested that no penalty be imposed on the DISCOMs such
as the Petitioner for such shortfall in RE procurement due
extension in SCOD of RE capacity tied up by the DISCOMs.
Accordingly, the Commission is requested to adjust the surplus in

RE procurement in RE RPO shortfall of previous/future years.

NDMC

p)

No comments.

IEX

q)

The Commission is requested to define the RPO categories and
plants eligible for fulfilling respective RPO in line with MoP Order
dated 22/07/2022.

In order to avoid any ambiguity, it is is requested to align the
proposed draft Regulation 4 (2) (a) related to Hydro Power Eligibility
for HPO, with the afore mentioned MoP Order.

CERC (Terms and Conditions for REC for Renewable Energy
Generation) Regulations, 2022 have introduced the concept of
single REC with technology-based multiplier, under which the
Hydro Power is to be issued 1.5 RECs for every MWh of energy
injected. It is understood that the to enable hydro power off-take,
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t)

y)

the States can provide the same technology-based multiplier for
procurement of RECs by the obligated entity for HPO fulfilment
w.e.f. 5/12/2022.

It is requested to provide alternative to Distribution Licensee to
fulfill shortfall in any category of RPO by purchasing certificates
related to other categories of RPOs by suitably applying such
Certificate multiplier.

The Commission has inadvertently proposed to deduct
consumption met from Hydro Sources from the Total Consumption
for the computation of RPO. The Commission is therefore requested
to align the RPO computation with the MoP Order.

MoP has modified its RPO framework vide dated 22/07/2022 and
Corrigendum dated 19/09/2022 wherein there is no limit
prescribed for purchase of REC for compliance of RPO. Therefore,
any shortfall in RPO can be met from purchase of RECs.
Accordingly, it is requested not to restrict the purchase of RECs
merely for balance 15% shortfall of RPO.

Since market instruments are now available at Power Exchange for
fulfillment of RPO therefore, it is requested to include Power
Exchange based Green contracts as an eligible instrument for
fulfillment of RPO.

CERC REC Regulations 2022 have done away with the Floor or
Forbearance Price of RECs. The aforesaid Regulations have
introduced the concept of single REC with technology-based
multiplier. Since the Solar/Non-Solar classification itself doesn’t
exist, the penalty may be computed on the market price of REC.
Further, as the Distribution Licensee are mandated to procure
Power through competitive bidding for the benefit of the end
consumer, it is requested to include proviso directing Distribution

Licensee to procure RECs through competitive bidding route.
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SAC MEMBER
z) Sh. Jogendra Behera (IEX)- As per CERC Regulation, there is single

REC and fully fungible. Considering the fungibility, REC should be

able to fulfill the RPO targets across all categories i.e.- Wind, Solar,
Large Hydro and Small Hydro.

aa)Dr. Anoop Singh (CER)- 100% REC’s or Renewable Energy may be
allowed to meet Targets of Wind RPO, Hydro RPO & Other RPO.

OTHER STAKEHOLDERS
bb) The Proposed RPO target is reasonable and adequate.

cc) The cost of RPO Certificate to be borne by the Licensee and shall

not be treated as expenditure because cost of Renewable
Power/Wind Power is very low and consumers shall be benefitted if

the Renewable Power is procured.

Commission’s View

a) The Commission notes that various Stakeholders have suggested to
implement Renewable Purchase Obligation trajectory in line with
Ministry of Power Notification dated 22/07 /2022 and Corrigendum
dated 19/09/2022. Distribution Licensees & IEX have requested
for Moratorium Period of 3 years for the achievement of the
incremental RPO trajectory, no requirement of carrying forward
past RPO compliance shortfall, appropriately determine the penalty
amount for RPO non-compliance as CERC REC Regulations 2022
have done away with the Floor or Forbearance Price of RECs and
considering the fungibility of RECs to fulfill the RPO targets across
all categories. SAC member submitted that 100% RECs may be
allowed to meet Wind RPO, Hydro RPO & Other RPO.

b) The Commission takes note of the above comments/suggestions of
the SAC Members and DISCOMs and accepts the proposal to align
RPO Trajectory and definitions with that in line with MoP Order
dated 22/07/2022 & Corrigendum dated 19/09/2022.
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)

d)

Renewable Energy certificates & REC multiplier shall be considered
as per Central Electricity Regulatory Commission (Terms and
Conditions for Renewable Energy Certificates for Renewable Energy
Generation) Regulations, 2022 as amended from time to time. The
Commission noted Stakeholder suggestion that Hon’ble CERC no
longer approves Floor or Forbearance Price for REC and the same
is getting determined at exchange, accordingly, it is prudent to
determine the penalty for Non-compliance of the RPO targets at the
rate of 10% of weighted average REC price discovered at Power
Exchange (IEX) for the relevant year for the quantum of shortfall in
RPO.

With regard to the Battery Energy Storage System (BESS), the
Commission vide its letter dated 17/03/2022 to TPDDL and letter
dated 29/03/2022 to BRPL, observes that

(i) 10 MW BESS system which was installed by TPDDL could not
demonstrate its utility on Cost-Benefit Analysis, therefore, the
proposal for additional CAPEX of Rs. 51 Crore for taking over
from AES Mitsubishi was not acceded by the Commission.

Further,

(i) BRPL’s Proposal for additional CAPEX for taking over existing
20 MW/ 40 MWh Battery Energy Storage System (BESS) was
not acceded to by the Commission due to unreasonable cost-
benefit analysis, nascent technology with no benchmarking
available for the Country and non-encouraging results of BESS
installed in Delhi.

Based on experience of above mentioned BESS projects, since

BESS is a nascent technology and due to unreasonable cost-benefit

analysis, Energy Storage has not been considered as separate

category for RPO compliance.

In view of above, the Commission has endorsed the RPO trajectory

as notified by Ministry of Power vide Order dated 22/07/2022 &

Corrigendum dated 19/09/2022 in its DERC (Business Plan)
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Regulations, 2023 and accordingly proposed the RPO target for FY
2023-24 to FY 2025-26 for Delhi Distribution Licensees.

S. Regulation 28 - Contingency Limit for sale of Power through

Deviation Settlement Mechanism (Unscheduled Interchange Charges)

“(1) The Contingency Limit for disposing -off of Power through

Deviation Settlement Mechanism in terms of the Regulation 152 (c) of the DERC

(Terms and Conditions for Determination of Tariff) Regulations, 2017 from FY
2023-24 to FY 2025-26 of the Distribution Licensees shall be 5% of Net Power

Procured by the Distribution Licensee for the relevant month.

(2) In case the Distribution Licensee disposes off more than 5% of the Net

Power procured by the Licensee for the relevant month through Deviation

Settlement Mechanism (Unscheduled Interchange Charges) than the rate of

realisation through UI shall be considered at the Average Rate of Power Sale

through Indian Energy Exchange (IEX) during same month for Delhi region.”

STAKEHOLDER’S COMMENTS

TPDDL

a)

b)

MoP, Gol have proposed a steep trajectory for the RPO over the
control period. As generation from these Renewable Energy Plants
are variable and dependent on the External Factors such as Wind
and Sun, an accurate projection of Generation from these sources
is difficult. Further it needs to be noted that there are certain
factors related to Renewable Generation which are not under the
control of the buyers/seller.

Hon’ble CERC has also recognized the variability in Renewable
Energy Generation and accordingly, has proposed a larger band of
variation for Renewable Energy Generation, where DSM charges
will not be applicable.

Thus both scheduling procedure for RE generator and Utilities are
contradictory to each other for at least 2 time blocks which results
into deviation between Schedule and Drawl which further leads to

ADSM Penalty to DISCOM. Moreover, sometimes due to schedule
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revision by Renewable Energy Generators in 4th Time slots,
DISCOM’s are forced to sell/purchase power through RTM only
irrespective of RTM Rate due to Gate closure in Generation.

d) Electricity generation from Renewable Energy Sources is
intermittent in nature. it is impossible to forecast with accuracy,
especially at the individual project level, what the resource would
be in each 15-minute interval as required by DSM.

e) While Renewable Energy Sources are being added at a fast pace,
forecasting the availability of electricity from such sources with
accuracy is not possible.

f) In view thereof, Contingency Limit for sale of power through

Deviation Settlement Mechanism may be increased to 10%.

NDMC, BRPL & BYPL
g) No comments.

COMMISSION’S VIEW
a) With regards to the methodology of fixation of contingency limit for

Sale of Power through Deviation Settlement Mechanism, the
Commission has already detailed in its Explanatory Memorandum

to DERC Business Plan Regulations, 2017 as follows:

“98) It was brought to the notice of the Commission by the
stakeholders that sale under Ul is dependent on the efforts of
Distribution licensee to forecast the demand in a scientific manner
and margin of error may be minimised.

(99) The Commission has also observed from the Press
Information Bureau Government of India Ministry of Earth Science
dtd. 05/09/2012 that level of operational acceptability of error of
margin is 5% for the forecasts of all India seasonal monsoon
rainfall. The relevant extract is as follows:

“India Meteorological Department (IMD) has been issuing forecast
for the arrival of the monsoon (onset over Kerala) successfully

since 2005 with an error of £ 4 days. The operational forecasts
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issued during all the last three years (2010 to 2012) are
presented below: .....

Monsoon projections of IMD for the last three years and for
current Monsoon2012 so far are presented in Annexure. The
present level of operational acceptability of error margin is of 5%
for the forecasts of all India seasonal monsoon rainfall. The
forecast verification of last 3years suggests that only during 2009
the error margin was higher than 5% due to persistence of
warmer sea surface temperature anomaly over equatorial Pacific
Ocean (El Nino) beyond the expected duration as envisaged at the
time (April 2009) of finalizing Monsoon2009 seasonal rainfall
forecast.”

(100) Therefore, the Contingency Limit for Sale of Power through
Deviation Settlement Mechanism in terms of the Regulation 152 (c)
of the DERC (Terms and Conditions for Determination of Tariff)
Regulations, 2017 from FY 2017-18 to FY 2019-20 of the
Distribution Licensees has been considered as 5% as an error in
predicting monsoon by India Meteorological Department indicated
above.

(101) In case the Distribution Licensee sell power in Deviation
Settlement Mechanism (Unscheduled Interchange Charges) more
than 5% of Gross Power procured by the Distribution Licensee for
the relevant month such sale rate shall be restricted to the
average rate of power purchase/sale through exchange during

same month for Delhi region.”

b) Accordingly, the Commission has retained the provision related to
fixation of contingency limit for Sale of Power through Deviation
Settlement Mechanism as provided in draft DERC (Business Plan)
Regulations, 2023.

T. Regulation 29 - Incentive Sharing Mechanism for Sale Rate of Surplus

Power

“(1) The computation of incentive for Sale Rate of Surplus Power in terms of
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the Regulation 165 of the DERC (Terms and Conditions for Determination of
Tariff) Regulations, 2017 from FY 2023-24 to FY 2025-26 of the Distribution

Licensees shall be as follows:

i. The Variable Cost of the generating station for which power is surplus
and required to be sold through Power Exchanges shall be considered as the

previous month'’s billed Variable Cost of such generating station.

ii. The Variable Cost of the generating station for which power is surplus
and required to be sold through Bilateral arrangements shall be considered
as the previous month’s billed Variable Cost of such generating station

prevalent at the date of entering into such contracts.

iii. The incentive shall be the product of rate difference (Actual Sale Rate-

Variable Cost) and Quantum of Power actually sold during the month.

(2) The incentive computed under sub-clause (1) above shall be shared
between the Consumers and the Distribution Licensee in the following

prescribed manner: -

i. The incentive realisation upto 100% recovery of Average Fixed Cost per
unit of all Generating sources of relevant year, projected by the Commission in
the relevant Tariff Order, prorated to actual sale of Surplus Power shall be
shared in the ratio of 2/3rd to the Consumers and 1/3rd to the Distribution

Licensee.

i. The incentive realisation above 100% recovery of Average Fixed Cost
per unit of all Generating sources of relevant year, projected by the Commission
in the relevant Tariff Order, prorated to actual sale of Surplus Power shall be
shared in the ratio of 1/3rd to the Consumers and 2/3rd to the Distribution

Licensee.

(3) The normative cost of Banking transactions, while Truing-up the Power
Purchase Cost, shall be Weighted Average Rate of Variable Cost of all long term

sources for the Financial Year under True-up.”
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STAKEHOLDER’S COMMENTS

TPDDL

a)

b)

d)

In order to sell its surplus power under the Bilateral route, the
DISCOMs follow the MoP guidelines on Short Term Sale of Power
which mandate opening of CPG/ LC/ Bank Guarantees as
Payment security mechanisms which involve costs and efforts on a
utility’s part.

Practically, it cannot be ascertained that out of the slot-wise
surplus power available with TPDDL, Power from which station is
being sold in exchange on a slot wise basis due to frequent demand
variations. Hence, determination of the specific plant from which
power is sold in a slot cannot be ascertained.

To simplify the power incentive calculation mechanism, a “Base
Sale Rate” may be determined for all Generating Stations having
Long Term Arrangement with the Distribution Utility for the month
based on MOD notified by SLDC for that month. Sale rate achieved
over and above the predetermined “Base Sale Rate” for each time
slot should be used for the purpose of calculation of incentive for
each time slot considering the actual sale volume achieved by the
utility for each month and then, consolidated for the year.

There are a number of Generating Stations contracted by
Distribution Utility which have Must Run Status and hence, have
to be scheduled necessarily even though there may not be any
demand for a time slot for such power. On such instances such
necessarily scheduled power for each time slot is also being bid for
sale on exchange to avoid any DSM penalty on account of
underdrawl. Such a scenario occurs majorly during off peak hours
for a few months of the year mostly during the winter season & the
surplus power so accumulated is a “must sale” kind of power.

In such a scenario power has to be sold at a rate lower than Base
Sale Rate also to avoid extensive underdrawal which can result in

grid instability and consequential ADSM penalty. Such sales are
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beyond the control of Distribution Utility and is being made to

ensure Grid Stability and hence efforts should be made to ensure

that the Distribution Utility do not suffer any disincentive on
account of the same.

f) In view of the foregoing, while framing the final Regulation for
incentive on sale of surplus power, may consider:

(a) A “Base Sale Rate” may be determined for all generating stations
having long term arrangement with the distribution utility
applicable for the month on basis of MOD notified by SLDC for
that month.

(b) Sale rate for each time slot achieved over and above the
predetermined “Base Sale Rate” shall be used for the purpose of
calculation of incentive for each time slot considering the actual
sale volume achieved by the utility for each month.

(c) Such computation should not include power sale undertaken by
the distribution utility due to (a) forced scheduling of high cost
generators due to their must run status and/or (b) the power
sale undertaken to offload power sourced due to generating
stations that cannot be run below their respective Minimum

Technical Load (MTL).

NDMC, BRPL & BYPL
g) No comments.

COMMISSION’S VIEW
a) The formula for Incentive Sharing Mechanism for Sale Rate of

Surplus Power has been reviewed and the Commission observes it
to be reasonable. Accordingly, the Commission has retained such
formula as provided in the draft DERC (Business Plan)
Regulations, 2023.

U. Regulation 30(4) - Mechanism for Recovery of Power Purchase Cost

Adjustment Charges

“(3) The PPAC computation of any quarter shall be equally spread and
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adjusted over subsequent quarter only:

Provided that the Commission may allow to carry forward PPAC to more

than one quarter in order to avoid any tariff shock to consumers in terms of
Regulation 136 of the DERC (Terms and Conditions for Determination of Tariff)
Regulations, 2017.

(4) The treatment of PPAC computation as per the specified formula shall be

as follows:

a)

b)

d)

in case PPAC does not exceed 5% for any quarter, the Distribution
Licensee may levy PPAC at 90% of computed PPAC with prior
intimation to the Commission without going through the regulatory
proceedings.

in case PPAC exceeds 5% but does not exceed 10% for any quarter,
the Distribution Licensee may levy PPAC of 5% and 75% of balance
PPAC (Actual PPAC% - 5%) with prior intimation to the Commission
without going through the regulatory proceedings.

in case PPAC exceeds 10% for any quarter, the Distribution Licensee
may levy PPAC as per sub-regulation (a) and (b) as above without
going through the regulatory proceedings and shall file an application
for prior approval of the Commission for the differential PPAC claim
(Actual PPAC% — 8.75%).

The Distribution Licensee shall file Petition only for their claim of

PPAC.”

STAKEHOLDER’S COMMENTS

TPDDL

a)

The current PPAC mechanism allows pass through of costs linked
to the Power Procurement/sale from Long term sources excluding
variations, if any, related to any Short Term Power Purchase/ sale
and/or any uncontrollable costs like consequential impact of
decisions of higher courts or Tribunals or Review Orders passed by

the Appropriate Commission.
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b) A simple analysis of power purchase approved and actually utilized
from Long term & Short term sources for a number of years show a
huge variance as depicted in below table:

Table: Power Purchase approved and actually utilized from long term & short
term sources

F“;a::;lal Particulars ARR Actual Variation
Long Term Purchase MUs 10,558 10,980 4%
FY 2018-19 | Short Term Purchase Mus 0 1,095 100%
Short Term Sale MUs 645 2,086 223%
Long Term Purchase MUs 10,430 8,179 -22%
FY 2019-20 | Short Term Purchase Mus 262 2,354 798%
Short Term Sale MUs 119 504.06 324%
Long Term Purchase MUs 7,563 8,521 13%
FY 2020-21 | Short Term Purchase Mus 1,663 1,565 -6%
Short Term Sale MUs 0 811 100%
Long Term Purchase MUs 9663 9,841 2%
FY 2021-22 | Short Term Purchase Mus 572.39 999 75%
Short Term Sale MUs 0 981 100%

c) While the Long Term Power Purchase transactions have been
almost similar to that approved by the Commission while
approving the ARR, the Short-term transactions have increased
exponentially thereby necessitating the need for adjustment to the
existing PPAC mechanism.

d) BPR, 2019 allows suo-moto levy of PPAC by distribution licensee
limited to 8.75% only on a quarterly basis. A petition is required to
be filed and approved by the Commission for the recovery of
balance power purchase cost variation. Needless to mention, such
delays increase the carrying cost impact on the consumers and
consequently, may increase the applicable tariff to the consumers.
The actual PPAC applicable and the suo-moto PPAC levied by

TPDDL are summarized as follows:

Table: Actual PPAC applicable and the suo-moto PPAC levied by TPDDL

Actual
Differential Differential
PPAC for the | TTACto | Suo-Moto | ppp\_ freq PPAC
S.No. be PPAC levied
Quarter applicable (%) through approved
pp(% ) ° Petition (%) later (%)

96 | 121




Statement of Reasons for Business Plan Regulations 2023

Actual
Differential Differential
PPAC forthe | [racte | SuoMoto | ppac_ filed PPAC
S.No. be PPAC levied
Quarter applicable (%) through approved
pp(% ) ° Petition (%) later (%)

1 Q1 FY 2019-20 11.55 4.5 7.05 7.05%
3.52%
subsumed

2 Q2 FY 2019-20 8.02 4.5 3.52 in Tariff
Order

3 Q3 FY 2019-20 39.55 4.5 35.05 8.50%

4 Q4 FY 2019-20 14.86 4.5 10.36 ) °

5 Q1 FY 2020-21 2.13 1.92 0.21 Subsumed

6 Q2 FY 2020-21 1.23 1.11 0.12 in Tariff

7 Q3 FY 2020-21 8.35 7.51 0.84 Order

8 Q4 FY 2020-21 - - - -

Subsumed

9 Q1 FY 2021-22 1.27 1.14 0.13 in Tariff
Order-

10 Q2 FY 2021-22 1.82 1.64 0.18 0.53%

11 Q3 FY 2021-22 11.85 6.76 5.09 4.80%

9.80

[0)

12 Q4 FY 2021-22 (9.'70/0 8.52 1.18 1.28%
revised by

DERC)
5.68%
(2.84%
levied,;

13 Q1 FY 2022-23 14.37 8.75 5.62 284% to be
subsumed
in ensuing
Tariff Order
Petition

14 Q2 FY 2022-23 21.42 - 21.42 Filed

15 Q3 FY 2022-23 27.46 - 27.46 Petition filed

e) Power Purchase cost approved in the Tariff Order and the Actual
Power Purchase cost incurred have been compared for the last four
years and it is found that there is substantial under recovery in
each of the four years as tabulated below:

Table: Power Purchase as approved in Tariff Order and as per actuals
Power Purchase as per Tata Power - DDL Variance
Tariff Order Actuals
FY
. Cost . Cost . Cost
Units | Amount /kWh Units | Amount /kWh Units | Amount /kWh
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FY 18-

9661

5119

5.30

9631

5910

6.14

-30

793

0.84

FY 19-

10321

5710

5.53

9752

6358

6.52

-569

648

0.99

FY 20-

9030

4893

5.42

8950

5367

6.00

-80

475

0.58

FY 21-

9983

5634

5.64

9425

6037

6.41

-559

403

0.76

g)

h)

As evident, there is large variation in the Power Purchase Amount
approved in Tariff Order to Actual Power Purchase Cost incurred
leading to increase in Regulatory Assets of DISCOMs. The major
reasons for such gap in recovery of power purchase cost through
PPAC mechanism is mainly due to:

(i) Non-inclusion of cost variation In Power Purchase from Short
term Sources

(ii)) Non-inclusion of cost variation in Power Sale through Short
term.

(iii)Non-inclusion of cost variation towards meeting the RPO
requirement.

(iviCap on automatic levy of PPAC without going through
Regulatory  Proceedings, and, Non-inclusion of any
uncontrollable costs related to power purchase like
consequential impact of decisions of higher courts or Tribunals
or Review Orders passed by the Appropriate Commission.

(v) PPAC computation on quarterly basis instead of on monthly
basis.

TPDDL has reviewed mechanisms, similar to applicable PPAC

mechanism, of few other states and found that entire Power

Purchase cost including Short Term Power Purchase/sale is

allowed to be recovered in PPAC formula in Maharashtra, Gujarat,

Haryana, Goa & UTs- Daman & Diu, Chandigarh, Puducherry and

Dadra & Nagar Haveli.

Electricity (Late Payment Surcharge and Related Matters) Rules,

2022 (“LPS Rules”) has been issued by the MoP. Clause 7 of the

LPS Rules provides for Regulation of access to the power exchanges

for sale and purchase of electricity by the defaulting distribution

licensees for non-payment of dues.
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i)

j)

During peak summers and winters, exchange rates are rising
continuously and have also resulted into partial clearing of buy
bids. Further, with the onset of summer season, the situation is
likely to aggravate further. Considering the fact that Gas stations
in the portfolio of Delhi DISCOMs have an incremental generation
cost of around Rs. 15/- to 20/- per unit, dependency on exchange
purchase has increased further. Such unprecedented increase in
exchange rates poses serious threat towards sufficient power
availability and also puts unnecessary financial burden on the end
consumers in the form of increased power purchase cost.

Accordingly, is it requested to include the following in PPAC

mechanism to ensure early recovery of power purchase cost:

(i) In the DERC (Terms and Conditions for Determination of Tariff)
Regulations, 2017 as below:

“134, The Distribution Licensee shall be allowed to recover the
incremental Power Procurement Cost on monthly basis, over
and above, the Power Procurement Cost approved in the Tariff
Order of the relevant year, incurred due to the following:
(a) Variation in Price of Fuel from all sources of Generation;

(b) Variation in Fixed Cost and/or Energy Cost on account of
Regulatory Orders from all sources of Generation;

(c) Variation in Transmission Charges;

(d) Variation in all costs towards meeting the RPO;

(e) Variation in all costs for DSM

(f) Bulk power sale considered from all sources.

Provided that such monthly recovery shall be True-up on
annual basis and for any financial Year it shall be completed by
30% June of the next financial year;”

(ii) The delay in recovery of revenue by virtue of PPAC mechanism
by the Distribution Licensee shall be trued up along-with the
Power Purchase Cost of the relevant year and associated
Carrying Cost shall be allowed due to under-recovery of revenue

for the same year;
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(iii)The treatment of PPAC computation as per the specified formula

shall be as follows:

(@) in case PPAC is upto 5% for any month, the Distribution
Licensee may levy PPAC at 100% of computed PPAC with prior
intimation to the Commission without going through Regulatory
proceedings.

(b) incase PPAC exceeds 5% for any month, the Distribution
Licensee may levy PPAC of 5% and 90% of balance PPAC (Actual
PPAC% - 5%) with prior intimation to the Commission without
going through the regulatory proceedings and shall file an
application for prior approval of the Commission for the

differential PPAC claim

(iv)Time bound disposal of differential PPAC petitions filed with the

Commission within one month of filing the Petition. Else,
DISCOMSs be allowed to levy the balance PPAC without waiting

for the order along with carrying cost.

(v) PPAC should be calculated and levied on monthly basis e.g.

PPAC for nth Month should be levied from start of n+2 month.

(vi)In case, PPAC is negative (credit) for a particular month, it will

be carried forward to the next month and adjusted with PPAC
for that month till the cumulative PPAC is positive (debit) and
thereafter the treatment of PPAC will be as per point “C”

mentioned above.

(vii) In case of carry forward of PPAC by the Commission,

carrying cost should also be included in PPAC to be levied.

BYPL & BRPL

k) The formula for recovery of PPAC be appropriately modified to allow

)

recovery of variation in total Power Purchase Costs on a monthly
basis without any ceiling limit, or in the alternative, with a ceiling
limit of 20% of the APPC.

The said formula must also ensure that Short Term Purchases are

also included in computation of PPAC. However, the Commission
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has proposed for recovery of PPAC on quarter basis same as

available in DERC Business Plan Regulations, 2019.

m) There is a clear conflict between the proposal of the Commission

n)

and Rule 14 of the Electricity Amendment Rules, 2022.

The Commission may modify its proposal on PPAC to ensure the
same is consistent with the Electricity Act, 2003 and Rule 14 along
with Fuel and Power Purchase Adjustment Methodology stipulated
in Schedule-II Electricity Amendment Rules, 2022.

SAC MEMBER

o)

Dr. Anoop Singh (CER)- It is proposed to include the Short-Term
Power Purchase in PPAC computation / PPAC format of DERC.

COMMISSION’S VIEW

a)

b)

The Commission notes that Distribution Licensees have expressed
their concern related to gap in recovery of Power Purchase Cost
through PPAC mechanism due to non-inclusion of Power Cost
towards Short Term Purchases and REC’s in existing PPAC
formulae. The DISCOMs have requested for levy of monthly PPAC
and increasing the ceiling limit to 20% of PPAC, levy of PPAC
through automatic route without going through Regulatory
proceedings. SAC member submitted to include short Term Power
Purchase in PPAC formula.

The Commission takes note of the above comments/suggestions of
the SAC Members and DISCOMs.

The provisions of various Acts, viz. Section 62(4) of Electricity Act,
2003; Clause 8.2.1(7) of the Tariff Policy (28/01/2016), and APTEL
Judgment in OP 1 of 2011 empowers the Commission to devise,
adopt and implement a Power Purchase/fuel price adjustment
mechanism on either quarterly or monthly basis for recovery of all
prudent costs of the licensees. The Commission is of the view that
any delayed recovery in Power Purchase Cost of the Distribution
Licensee due to delay in allowing PPAC has a direct bearing on the

consumer’s Tariff due to Carrying Cost on such under recovered
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d)

f)

Power Purchase Cost at the time of true up of ARR. Therefore, the
Commission, as per past practice, has allowed a part of PPAC to be
recovered without regulatory proceedings so as to minimize
Carrying Cost on this delayed recovery in Power Purchase Cost
which in the overall public interest and avoids Tariff shock to end
consumer with adequate recovery of Power Purchase Cost for
DISCOMs.

The PPAC concept has also been endorsed by Hon’ble APTEL in its
Judgment dated order in OP 1 of 2011 dated 11/11/2011 and its
introduction made mandatory for all SERCs. Further also, in the
said Judgment Hon’ble APTEL has indicated that PPAC should be

levied for duration not exceeding a quarter, as follows:

(vi) Fuel and Power Purchase cost is a major expense of the
distribution Company which is uncontrollable. Every State
Commission must have in place a mechanism for Fuel and Power
Purchase cost in terms of Section 62 (4) of the Act. The Fuel and
Power Purchase cost adjustment should preferably be on monthly
basis on the lines of the Central Commission’s Regulations for the
generating companies but in no case exceeding a quarter. Any
State Commission which does not already have such
formula/ mechanism in place must within 6 months of the date of
this order must put in place such formula/ mechanism.”
Section 62(4) of Electricity Act, 2003 states that No tariff or part of
any tariff may ordinarily be amended more frequently than once in
any financial year, except in respect of any changes expressly
permitted under the terms of any fuel surcharge formula as may be
specified. As there is no fuel variation involved in case of
Renewable Energy Certificate/ Hydro Energy Certificate, hence the
same cannot be considered under PPAC and shall considered
during True-up of ARR along with Carrying Cost.

The comparative statement of State-wise levy of PPAC is as follows:
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Table: Comparative Statement of State-wise Levy of PPAC

S.No. Particulars Delhi Haryana UP Punjab Rajasthan
DERC Tariff | Regulation | UPERC (Multi | PSERC MYT | RERC (Terms
Regulations, | 66 of HERC | Year Tariff for | Regulations, and
2017 and Tariff Distribution 2019 Conditions for
1 Regulation Regulation | Regulations, and Determination
30 of BPR, 2019 Transmission) of Tariff)
2023 Regulations, Regulations,
2019 2019
Quarterly Quarterly Quarterly Quarterly Quarterly
2 Frequency Basis Basis Basis Basis Basis
S(;N Particulars Gujarat Chl:::ltlsg Karnataka Kerala
GERC Tarif CSERC KSERC
Regulations, . KERC (Fuel Cost .
. Tariff . Tariff
1 Regulation 2016 and Order . Adjustment Charges) .
Regulation . Regulatio
dated s 2021 Regulations, 2022 ns. 2021
29/10/2013 2 ’
4 Bi-monthly . Quarterly
2 Frequency Quarterly Basis Basis Quarterly Basis Basis

g) The Commission observes that Delhi Distribution Licensees recover

differential cost from consumers on quarterly basis which results

in adequate cash flow, though Trued-up at last along-with Carrying

Cost, as mandated under Tariff Regulations, 2017 as follows:

“Power Purchase Cost Adjustment Charges

134. The Distribution Licensee shall be allowed to recover the

incremental Power Procurement Cost on quarterly basis, over and

above the Power Procurement Cost approved in the Tariff Order of

the relevant year, incurred due to the following:

(a) Variation in Price of Fuel from long term sources of Generation;

(b) Variation in Fixed Cost on account of Regulatory Orders from

long term sources of Generation;

(c) Variation in Transmission Charges.

135. The Commission shall specify the detailed formula and

procedure for recovery of such incremental Power Procurement
Cost as Power Purchase Cost Adjustment Charges (PPAC) formula
in the Tariff Order;
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136. To avoid the tariff shock for consumers, the Commission may
carry forward PPAC of one quarter into more than one quarter on

provisional basis;”

h) As far as the comments of DISCOMs related to consideration of

j)

Short Term Power Purchase Cost in PPAC formula is concerned, it
is noted that Hon’ble APTEL vide its judgement dated 2/03/2015
in Appeal No.177 and 178 of 2012 has ruled that Short Term
Power Purchase Cost should not be considered in the PPAC
formula since it requires prudence check for the need of such
procurement and verification of price. Therefore, as per past
practice, Short Term Power Purchase is not considered in the PPAC
formula.

In view of above, the Commission retains the provisions mentioned
in the Draft Regulations. However, with reference to the comments
of the DISCOMs related to monthly PPAC, the Commission notes
that the PPAC mechanism followed by other Regulatory
Commission i.e. Haryana, Uttar Pradesh, Punjab, Rajasthan,
Kerala and observes that methodology of such Regulatory
Commissions follows quarterly basis. Therefore, the Commission
retains its earlier provisions.

Accordingly, the Commission has retained the provision related to
Mechanism for Recovery of Power Purchase Cost Adjustment
Charges as provided in draft DERC (Business Plan) Regulations,
2023
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Annexure- I

in exercise of powers conferred under Section 161 read with Section 61

and Section 86{1) of the Electricity Act, 2003 (Act 36 of 2003) and all other

powers enabling it in this behalf, the Delhi Electricity Regulatory Commission

(DERC) has prepared the following Regulations:

o) Draft DERC (Business Plan) Reguiations, 2023.

b) Ciraft DERG (Terms and Conditions for Deterrnination of Tariff) (First
Amendment) Regulations, 2023.

©) Draft DERC (Renewable Purchase Obligation and Renewable Energy
Ceriificate Framevark implementation) (First Amendment) Regulations,
2023.

d) Explanatory Memorandum for Draft DERC (Business Plan} Regulations, 2023

The said Draft Reguiations are avaitable on the website of the Commission

hitp:/fderc.gov.in/

The stzkehoiders are requested to forward their comments/ suggestions

on the said Draft Regulafions to the Commission, latest by 05:00 PR titi

44/02/2023. The commenis/suggestions may be forwarded to Secretary,

DERC either by post or through e-mail 1o secyderc@nic.in

’ DIPiShabdart0564/22-23

- ot
FPUBLIC NOTICE
1) In axercise of powers conferred under Section 181 read with Section 81 and Saction
86(1) of the Electricity Act, 2003 (Act 36 of 2003) and all other powers enabling it in
this behalf, the Deihi Eleclricity Regulatary Commission (DERC) has prepared the
following Regulations:
Draft DERC (Business Plan) Regulations, 2023.
Draft DEAC (Terms ard Conditions for Determination of Tariff) (First Amendment)
Regutations. 2023,
Draft DERC {Renewable Purchase Obligation and Renewable Energy Certificate |
Framework implemeniation) {First Amendment) Aeguiations, 2023.
d} Explanatory Memorandum for Draft DERC (Business Plan) Reguiations, 2023
The said Draft Regulafions are available on the website of the Commission
hiip:fiderc.gov.inf
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1) In exercise of powers conferred under Section 181 read with Section 81 and Sectiol
8§(1) cof the Elactricity Act, 2003 (Act 36 of 2003} and all other powers enabiing it i
this behalf, the Delhi Electricliy Regulatory Commission (DERC} has prepared {in
following Regutations:

a} Dralt DERC (Business Plan} Regutations, 2023.

b} Draft DERC (Terms and Conditions for Determination of Tarff) (First Amendment
Regulations, 2023.

¢) Draft DERC (Renewable Purchase Obligation and Menewable Energy Certificate
Framework Implementation) (First Amendment) Regulations, 2023,

d} Explanatory Memorandum for Draft DERC (Business Plar) Regulations, 2023

2) The said Draft Regulaticns are available on the website of the Commissior
hpifdere.govin/

3) The stakeholders are requested to forward their comments/ suggestions on the saic
Draft Regulations to the Commission, laiest by 05:00 PM till 14/02/2023. The
oommenls/suggestions may be forwarded to Secretary, DERC either by post or through
e-mail to secyderc@nic.in

Dated: 13/01/2023 ’ .

Sdr
Rajesh Dangi (Secretary)

DIP/SHABDARTH/0564/22-23 i Delhi Etsctricity Regulatory Commission

105 | 121



Statement of Reasons for Business Plan Regulations 2023

Daily Eduacator New Delhi (Thur. ‘dav 19 ]anuar\ 2023

o o= (&%t (F9=d, 19 Aw=at 2023) 4

~ 23 #A&=dT 3T H’H fafes

el

o
USFST 18 wHS (U9 Jeay gfeweT € w

L e RIS AR S & f R v @ feg
f’ﬁg:;{: ;T; FEI reardt 596 9 W WEE X799 9
a3 feg wafeasr 9w sfog ylen gary mif
& e 17 mmmar SUTEM fewrar @ 53 Aere & fmeved fddt
sl 7 fagr 3, TN fER @ S gEedy & g e
v sarE wF T mr’»ﬁaﬁfs’»ﬂauﬁmgﬁzm
o g Tt g I
#3 fadarar 3
e R e
1) et i Ry T A
2} afsmeans = 17 S s
123 Fa wrdt gt
1297,

e " T
739 gFANFT I

ez
2t w97 7
¢ fadas fem Sadt A
o L

&, faaur &9& wdy
3 AW 300 T 3T

vx?fevzaaww&wﬁwfwﬁaﬁm 3 uyETser frfen w3 st w3 gganga ffe
ufey measer, W, fres AusTet W wigars e 18 Fawd § TeRTy ¥ Ui 39T fem 37, e a1 few st
g Fegrar, wfast w3 w feam. frge w3 w3 foWmg, §93 w3 ¥99, Wt wF Rlg w3 gadt wmmwm}e(manvmhﬁram q@E T & § feret v & fent Goes gt ger o
ng® fafunr fegrar ¥ dsy Aew €l wvedl wI fowet fafenr feg 19 wEREr § Fu-Tu AT 10 FE g W@ WTs § wuSe a9t atgr 3, ﬁa I frerer wifdt fwgrg-rrn’wmm’rm
e T WISt FE TS JeE B T weann yEfog it el 1 fem & Sove ggam wE ufowre & wirE w3 \F T e ¥ Fu Rue e

@:rfm mfwfaemnl*"fajfwafa@kuz
2 AT E v US & e

mwmn*ﬂﬁmﬁmmwwwwa

@ rawTe wid fer gt e e ¥ vid o

argat i wifea qus w3 wristes qon SH WA

& #9F IT I8

Yy AEEY & feerriw § s &1l fx G e

Iy fou »ruE Hurfes &us W3 EE ardlst §

wFT FIE w3 5 w15 A 9 @ue @ dfer @

A " iifea few i famer i e e S e
10 5775 f g [ S SHIH T Sul A3 et et few @ Reve wiwdh ow, fag e
8§37 & wirurs ureat & wnitE I X IO fedt o Eaifae forft loes ol gevd»mmfr

&, g et ot 39 fegal @ Wue 3§ ift ans

mﬁ'ﬂﬁﬁtﬂ
ﬁgﬁ.mm wk?marwﬂ?’xzﬁmmaliym}l VT, fa=rat v wareaany, oY wid afaone v AU € AT WS § 5 AT ummﬁumwg :Mn§m%§ﬁr»ﬁﬂwwh§a‘

=G w0 9 O @ fevaahr § 5% ares Faawy
w@ze’rqﬁ_wﬂ@w;ﬂémf—:’?} fxwe}eaamr?m
Eeo]

fox ZaEmy fE¥ 10 A8 UTE WTE TF wmmhzumﬁswwm mfnwmmm:vam@m i
#arfaat @ 4T § 1T IAOIR q95 M3 16 ATE W\zawﬂgeﬁmww”h@m% wUFT FI5|
et G & faor fa mrawtfes %%Frﬂmfe?(awf«ufuva ufISTE \ifear fe Gt w3 Tud feaal ¥ S i RIS

FIGHUT T T UST FT TeTE tware 7 IS dut € STa widre aw How, §OGT, FeaTEH, fedasiean Mg
mlw?wéwmqaawkmﬂal

& wowlenr ATE, 7 7 sariear § S wEEs

& 32 o Gat & Aol weadt a1

& wTG wUFE qEE WY B A & | mmwmwmmwm

i Hera & efitr fg 2-2 fafger =7 Ayo g RrawsE faorfa o

a8~ aWWTmEﬁTWlW f‘eamwwglmwham@aw fret & fues fom et &

faa afgmrar @ﬁ*im(aﬁm&?mfﬁzmmm TSt i e )4 TSE € Y e ss ) Sy

FHAE araefiar st fem v St
o

i f 787 28
‘3 gder H wew
ﬂﬁi@éféfmr fa
* Weg FAY du,
T, oG w A
faz J3 T T
s i, s
ifex BiFs, gast
| s, e
# fifgs wfe gwe

SHY Ha ST

SH

13 saed) FX wEEEs s age of s fist
witsr et AT Rert o | 2

fen e 3fog W 2022-23 ¥ fx & Fet few s
shem g izefisaiaes yadt € 499 few mow 3
s HEERM @, ST S SRt vETaE € AeE oF
& 5o dree wife & feanr T ¥ 439 feg dihr
e fpud afmaeags AIvet ¥ BE oW ATy
o & S g orATet € GAT ¥ HIeers eI
iz wor Ggme Jarw AuswRl AR wAvEETEl
afenrer & mrtad fantt wg ISRFTorebis Tses
wfrarsgT fegral & ATE I ARTS AT TAR TS|
2022-23 F g UIHET #F GE AR,

&5 AsWs3g was sEl wfe € frsw fegvat
FoEav fowardt, e, aw FERTEte € gt wasTEt

= = v 0 A e e i
Eleﬁgg"iialﬁ gi!% WETEIR. 16 FEEAt (feAR  wiewr § mefaa fout w3 gav§ ¥ew § Aanwtier W wdes &
. Q) T AR g wfumeaT fesma €6 RYT aow s Rt b an | e & wet feaait

ST WeRy, 18 AARdl gedd fu e s e

famr yfew aoss & frst & wiEr

v T E@TT AwE €

fertaza faans aurd w3

T A AL e eeerS f{a wa3 aw € wes
WeaTg St ereet SEu- F e 3T 96| 1S AeEEt

4 2023 3 fert v & wrarssat
g Fgte

z frrdtdh & femwig & ¥
F7 yEar nEe fiw @9

Furfen famr 1 R »ivg 59 35 flwr IRt o
g fa wfear ufosl f?myf Fo5Ts W fafzes
i iz 103 @ EET

Gat § gfes ¢
A3 ¥ & iz @ oy
sha mee I AT
A Feel gILTE At L]
s e & ol fg FOES 2023 & IF WSUTT G fewiraes
wd¥g fitg & anaw ® & few dwes v for st
s feg 2 g $F 0 B ¥ Y9 dee 9 S aswl, e i mgE @ plies fw S 9 et
i R v g WTB AT R BT EET RTOVE, WA 55, WRhUF § 05 Wil ot Juret 5 5
< g S Frem) AT EBRT ¥ 3R UFe fawIe ag feor 3 qaety stEt A adt )

m@?mea’féz%q 21 B I=s waTEhsT Gaws
ﬂaﬁ@ﬁw@gﬂe 2023 E WRTH : IS

Qanz @1 GRS AT H fog muryst mwrda (79
foar 31 f20 (38773 WAT sfgmrgram f aonr &
bl WIS @I oo pared wrest
Fier § ) Aen 98978 &1 gt ot s few faQure §
gpwghrteaeal 5onedt gomd wergE st a7
wér,fe"zvz AN TFA fye man Aler wrdart

Tgiga. 18 fRu faaws M, - ]

o et fedrargifmet &
Ggipw: gfgwzr & srwur) S Saedt fasfian, 1 e, b, el s
T fearnat fEary wrg oI |
Qu-SmaE gHE U A 5§
(@i & S fx KB T T >

et fdet110017
{ 2oz . www.derc.gov.in
g ERC ] THTEAT 1 491-11-26673068, 41080417

t Wt @uwe 2023 afewirar um

gwrg wrifegedl 95 fRavR wufs Szn

T T fed 21 957 ‘§ me«'ﬁﬁﬁmﬂhﬁmaﬁwxm

T UTE Ga A5E ¥ WEH & AZOO'*?'M?? 36) ¥ &% UFt 7 TH U 61 4T TIT 86 (11 wF
few 7 woRREt TN T @ e @ T 181 ¥ nilts S wad o iR s T8 OB
lzns 2023 ¥ fwsary 7, |fedad afira (Fetrenh) & 3o foir fefamy fanrg AF 751

25 w3 26 na?a’: FrRUT T |G Setant (AR was) fefsme 2023 T g

vwr fagr G fem U@ H 21T ow Stebrant (2few fsaurag dew e fawnd wd ream ufawt i) fefatns
¢ nfsQ@s wgwry FTAT. W F (3023 v yrew

23t § wetaedt w3 GHTS 578 N |u. Sivbwrant (retstams wite firerdt w3 setetaes Gomr v IS9
seat 5 fud=r & =73 T |33 waq wg aan; ufost Fm fefatne 2023 T gRT

st Ftaw  fed atsho %U 5 Steben (e we) fefsor 2023 ¥ e TT fevmora
W agEre FrEa | LUrE vy
garg & wregral T IAAT t‘a‘ 2. §aw Fee st afirs @ FawEe hitp://derc.govin 3 GumEa
= wet famratur IfamrTr|y
@ty Tx 1935 ¥ R I F T I T3 swuwe § fad @i et § fr Qa3 swee difsm R e g
saras gys fAw 2 870 I /fouehr afms § Hst 14022023 Aot 5 = 39 90 o gvo
¥ 3erg § Agwe fean a9 faind § HEs.  FErort & 37 7 EhTS secyderc@nicin @t e
fed Yasxeat svs ¥E' 25 wF |qrmer v wat/
5 &g 39 W&l few 26 A& F |HiSF 13012023 T e

ufiv fET ubwr an aaw Ao Y wed fen T BE o ger@ v dza wawEels SuNEE e ylir 31

& i3 uors gws AIRTIT WTT|DIP/S/0564/2223 AIIT, FREPrant

i owfors . Kt wate el
Wt Quite dad, fést
feiw wfows - 7} T feew difes

waia wigs, 83t fors w0
7 Avew fiw
fearfe, f3ga sar@

7. gomes fw gt

DIP/SHABDARTH/0566/22-23

wy #t & ovefew e 3

Live on facebook and youtube b |
.. 8Punfabi Acdy I3 Punjabi Academy Dethi % PunjabidcademyOfficial
: i 7

106 | 121



Statement of Reasons for Business Plan Regulations 2023

S AMAF ATy
T
[ s

%Jﬁwﬁm Zg} MﬁLW S

Ml £ hégsl e ailided dﬂkmﬂgé )§E @ﬁtgj gm)a @E @M@@ﬂéﬂ

L/ n_J/u u"

A WQL L i “LLP”;L,"/M

u@yﬂghewaaﬁagﬁﬁwwwbﬂjm@

b B E Mt 2 S

17
s

‘KJ _.,.!f‘

v

s Gty
ol gl g3 g o OIEShanda TNISHLE 2

107 | 121



Statement of Reasons for Business Plan Regulations 2023

 adfefi-noon
;www.derc.gov.in
: +91-11-26673608,41080417

1) g F0 e ford flras i 3 R sfifrEm, 2003 (2003
SRR 36) 3 T WA B 61 T H1 86(1) ﬁ?ﬁ'@ﬂaﬁﬁﬂﬁaﬁ
T 181 % mmmmﬁmm@mwﬁm
W(@ﬁéﬁft@}%ﬁﬂﬁi@ﬁﬁﬁw%mmﬁ: :

(=) Send (e o) @, 2003 #1 e

(@) g”rzqﬁwﬁ% (3R Fufer % g P o <) (51 E) ﬁﬁmzozs

Frafaad) (S Hene) fafem, 2003 W T .
@ ey e IR TR T e / et s st 14/02/2023
4 - o -

) TR ¥ S AR
28/02/2023 1 TH 5.00 =t

the following Regulations:
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1) i exercise of powers conférréd tnda fion 181 read with Section 61

and 86(1) of The Electricity Act 2003 (Act 36 of 2003) and all 6ther powers

enabling it in this behalf, the Delhj Electrioity Regulation Gommissign

(DERC) had prepared the following Regulations: .

a) - Draft DERG {Business Pian) Regulations, 2023,

b) Draft DERG (Terins ang Conditions for Determination of Tariff). (First
Amendment} Regulatéons, 2023, s ¢

©) Draft DERC (Renewable Purchase . Obligation ang Rengwable

Energy Certificate Framework lmpiementaﬁon) (First Amendment)
Regulations, 2023 b ;

( bmission of Ccomments/sy
mentioned draft Regulations was 14.02.20:

). Based on the request o stakeholders,
Lomments/suggestions has now pe
M. . o

Dated: 74.02“2023
D{‘P/Shabdaﬂh/ 0611/22:03
@a
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9 608, +91
PUBLIC NOTICE
1) In exercise of powers conferred under Section 181 read with
Section 61 and 86{1) of The Electricity Act 2003 (Act 36 of
2003) and all other powers enabling itin this behalf, the Delhi
Electricity Regulation Commission (DERC) had prepared the
following Regutations: i
a) Draft DERC (Business Plan) Regulations, 2023,
b) Draft DERC (Terms and Conditions for Determination of
Tariff) (First Amendment) Regulations, 2023,
¢) Draft DERC (Renewable Purchase Obligation -and
Renewable Energy Certificate Erameworkimplementation)
(First Amendment) Regulati { o
2) The last date of submi i (
above mentioned drait Reg!
3) Based on the reques
submission - of , gestions has now beeny
extended upto 28/02/202 00 PM. ,
Bfted: 1410212023 o Rajesh Dangi, Secretary

Dip/Shabdarth/0811/22-23
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PUBLIC NOTICE
1) In exercise of powers conferred under Section 181 read with
Section 61 and Section 86(1) of the Electricity Act, 2003 (Act
36 of 2003) and all other powers enabling it in this behalf,

. o T the above mentioned Regulations was. 14/02/2023
S Tt ) (R ST AR, 2028 W udE stakeholders was extended |
e e PR g/ Rt Ak sl e SR e : :

| 14/02/2023 ¥ fiilt T el B i 28102/ 202 5 99

L et ! the Delhi Electricity Regulatory Commission (DERC) has
ik e Sy fem i, 2002 (2002 w0 prepared the following Regulations:
‘ 3 ;R ORI 61 T IR 86 (1) iR faem s a) Draft DERC (Business Plan) Regulations, 2023
RIS S VET w5 S S B ool forem Rt f b) Draft DERC (Terms and Conditions for Determination of
i ST (e | FeRfen e T R s Pt Tariffy (First Amendment) Regulations, 2023.
' L dgeel (Fsr ) e, 2003 W Ad ; ¢y Draft DERC: (Renewable Purchase Obligation and
&) 3 i Renewable Energy € te Framework lmplememanon}
! g’?ﬁ : [;mgff Frefen % foe e v (v i) {First Amendment) Regulations, 2023
il () S (e e e i 1 2) The last date of s n of comments/suggestions on
N

|oandd ission n ons has now been
: . i o od lo furl t
A jod W S0 % SR W Y e o o w1 extension shall be e - - hgr e
aifew mﬁi 318 06/03/2023 B GRE5.00 B9 T Ae 9 E) Ry et s o
o i Tl o s s e o e s : J Secretary (DERC)
‘f'm-z 7 28/02/2023
jmp/snabaarth/oese/zz—za : e (i)

3

2

1} In exercise of powe 1 Secion 181 mad with
Section 61 and Bec

7 Wﬁ—@ﬁw{aﬁm BIW 2003 (2003
] SR 36) & WY WS ! ‘
SR i 9 181 % SR
Tk forg fabrrs SR (St
e -
@) el (ﬁmw}ﬁmﬂ 20
@) g‘ﬁm(éﬁ%ﬁﬂm m
fafrer, 2023 W TERE
(q)ggm(asﬁmvaﬁ
e i) (S i) B
2) ae T o g/ e s

Tamﬁ (F;rstAm
o) Draft DER W
RanewabigEaergyC

7 g 14/02/2023 Sﬂmﬁﬁﬂmﬁis@ﬂmza/oz/zms
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BELH! 1 ECTRICITY REGULATORYCOMMISSION

\inlyemak Brawan, S-80eh, Siinlk) Malviys #h,

LTI U /.._
1201t P 5600 11V 1 0004 NT i 4
BUGLIC TG e
1 In Aowrcese oF Jowsrs conteme e Satinn S31 nad Ll
Section §1 and Sectian 83{1} of the Eleciiudty Aot 25019 (Aet N

30 of 2003} wod sl ofer poramrs eoalting It in T tuhall, the

Tutowing Regatmions

3)  Tirat DERE (Bassiiess Plan) Pepifetany, 2028

Y Ot DERC (Terms and CondBuns Sor Dessnnnaion of
Tt} (First Amedingt) Peguatons. 2073,

¢)  Urad DERC (Renewatty Purctuse Cofigtion and’ Aunmesdly
Erorgy Cotificits Fromawnrk  Implemonmation)  {First
Amendment) fegstwsons, 2003

2} Tow st daty of submesion of commentsiy ua fhe
e e

4) Based on the fosest of certain stakehiobiurs, fh ket doty of
ulmizson of comussiunpeatons Bas now heen axtiipd
upto B.03.2083 10 5200 PM. R uritar feguest for exbermin 5 1ull

i eckertalned.
Datod: 28072028
B e sas
[ DIRSbdatORIeRAas o Sty (DENG)|

» esam . . i
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Annexure- 11

Minutes of the 21* State Advisory Committee Meeting

Held on 10.03.2023 at 14.30 hrs

As per provisions contained in Section 87 of the Electricity Act, 2003, the Delhi Electricity
Regulatory Commission had re-constituted the “State Advisery Committee” and notified the same vide
Gazette Notification No.F.7({37)/DERC/DS/2016-19/C.F.No. 5624/253 dated 23™ July 2020.

A Meeting of 21* State Advisory Committee (SAC) was held (virtually) on 10/03/2023 at 14:30

Hrs. witnessing

participation of the following;

Commission
Dr. A.K. Ambasht - Chairperson

Other Members of SAC (incl. their nominees):
1.  Sh. Naveen Mendiratta, Asst. Commissioner, Dept of Food Supplies & Consumer Affairs,
GoNCTD

0700 N i B W N

[
o

Sh. Rajeev Sharma, Sc. F & DDG (Standardization-1), BIS

Sh. Sundeep Kumar Sharma, Chief Engineer, MCD

Dr. Chandan Banerjee, Deputy Director General, National Institute of Solar Energy
Dr. G. C. Datta Roy, Ex- Advisor, Development Environergy Services Ltd. {DESL)
Sh. Pardeep Jindal, Chief Engineer, Regulatory Affairs, CEA

Ms. Mallika Gope, Director, NABL

Sh. Jogendra Behera, Vice President Market Design & Eco, IEX

Sh. K. Ramanathan, Distinguished Fellow, TERI

Dr. Bhaskar Natarajan, Senior Policy Advisor, AEEE

Dr. Pradeep Kumar, Chairman, Examining Body, for Para Medical Training for

Bhatatiya Chikitsa, Department of Health & Family Welfare, GoNCTD.

RS

Dr. Anoop Singh, Coordinator, Center for Energy Regulation (CER), lIT-Kanpur.
Sh. Jogender Singh Lather, Labour Department, GoNCTD.

Officers of the Commission

Sh
Sh

Sh
Sh
Sh
Sh
Sh
. Sh
10. Sh
11. Sh
12. Sh
13.Sh

LW NG & 0N

. Rajesh Dangi, Secretary
. A. K. Singhal, Principal Advisor (Tariff)

Ms. Divya Tandon, Executive Director (Law)

. Anil Jain, Executive Director (Eng)

. V. B. Nagappan, Advisor (Finance)

. Himanshu Chawla, Joint Director (Tariff - Engg)

. S. Kalyana Venkatesan, Joint Director (Tariff - Finance)
. Neeraj Singh Gautam, Joint Director (Engg)

. Chandra Kant Roy, Joint Secretary

. Rohit Gururani, Deputy Director (Tariff - Eco)

. Himanshu Bhardwaj, Deputy Director (Tariff - Engg)

. Mrinal Aggarwal, Deputy Director (Tariff - Engg)

. Sanjay Kumar Singh, Executive Assistant
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The Chairperson welcomed all Members of State Advisory Committee, suggestion [
observations of the members of the committee on the issues discussed during the meeting are given
below :-

Item No. 1:- Approval of Minutes of 18" SAC Meeting held on 29/06/2022.

The Committee considered and approved the minutes of the State Advisory Committee Meeting held
on 29/06/2022 at 11:30 Hrs.

Item No. 2:- Review of “Action Taken Report (ATR)” on issues discussed in the previous meetings.
The Committee was informed that the Tariff Orders for True-up of FY 2020-21 and ARR for 2022-

2023 for Delhi Power Utllities i.e., IPGCL, PPCL, DTL, NDMC, BRPL, BYPL and TPDDL have not been issued

on account of constraints in implementation of issues in various cases pending before Higher Courts.

Item No. 3:- Comments / Suggestions on Draft DERC (Business Plan) Regulations, 2023; Draft DERC
(Terms and Conditions for Determination of Tariff) (First Amendment) Regulations, 2023 and Draft
DERC (Renewable Purchase Obligation and Renewable Energy Certificate Framework
Implementation) (First Amendment) Regulations, 2023.

1) The Tariff Division delivered a presentation on Draft Regulations |.e., Draft DERC (Business Plan)
Regulations, 2023; Draft DERC (Terms ond Conditions for Determination of Tariff) (First
Amendment) Regulations, 2023 and Droft DERC (Renewoble Purchase Obligation and
Renewable Energy Certificate Fromework Implementation) (First Amendment) Regulations,
2023.

2) The presentation was delivered by ID (TE) and ID (TF) highlighting existing provisions of DERC
(Business Plan) Regulations, 2019 along with comments submitted by Delhi Power Utilities, i.e.
IPGCL, PPCL, DTL, NDMC, BRPL, BYPL, TPDDL and various other Stakeholders.

3) It was informed that aforesaid draft Regulations were uploaded on the Commission’s website.
The last date for submission of the comments/ suggestions was 14/02/2023 and based on
request from various stakeholders, the last date for submission of comments/ suggestions was
extended till 28/02/2023 and further extended till 6/03/2023.

4) Major changes in the proposed Draft Regulations were informed to members of SAC as follows:

a) Base Rate of Return on Equity for GENCOs and TRANSCO is proposed as 10% which was 14%
in earlier control period. For Distribution Licensee (Wheeling and Retail Business), the Base
Rate of Return on Equity is proposed as 10% which was 16% in earlier control period, based
on Capital Asset Pricing Model (CAPM) on Post-Tax basis.

b) Carrying Cost is considered to be allowed as 100% Debt funded which was earlier in the
ratio of 70:30 :: Debt : Equity.
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5)

c) O&M Expenses are de-linked from CAPEX, as follows :-

e Distribution Licensee - Linked with Sales / kWh
e Transmission & GENCOs - Absolute Number
* Inflationary Growth 3.23 % and Efficiency Factor of 2%

d) Targets for Distribution Losses are considered based on Actual Division wise Losses, as
follows:
e Reduction of Losses to 18% till FY 2025-26 for High Loss prone Zones
e Reduction of Losses to 9% till FY 2025-26 for Medium Loss prone Zones
e Reduction of 0.09% for other Divisions

e) RPO targets are considered based on the actual achievement of Delhi DISCOMs with minor
increments from Previous Years’ RPO Targets.

The Pointwise comments/ suggestions of SAC members along with DERC response on various
provisions of Draft DERC (Business Plan) Regulations, 2023 are as follows:-

1. DELHI DISCOMs
a) Rate of Return on Equity (RoE

i)  Dr.G. C. Datta Roy (DESL):- As per the CAPM method, ROE can be reduced with a
logicial approach. For Power Utilities, RoE in the range of 10 — 11% is a reasonable
return.

ii) Dr.Anoop Singh (CER):- CAPM is the standard model which is used for determining
the cost of Equity. 500 BSE companies from period 1990 to 2022 were analyzed by
CER, IIT Kanpur and results for RoE under CAPM model was highlighted as under :-

e ROE for Conventional Generation Company - 11 %
* ROE for Renewable Companies - 12.5 %
e ROE for Distribution Companies — 12 %

This analysis was shared with CERC & other SERC's. In-principle the method followed
by the Commission seems correct. Since Repo rate & G-sec rates are changing
hence, the CAPM model may be modifed appropriately.

iii) DERC response: The input data of CAPM model is based on data up to 31* March
2022. SBI MCLR as on 15/03/2022 was 7% and currently the same has increased to
8.50% in Feb’23. Accordingly, the CAPM Model shall be reviewed suitably by the
Commission
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b) Margin for Rate of Interest on Loan:-

i) Dr.G.C. Datta Roy (DESL) :- In order to bring more competitiveness in the market
or bringing more effectiveness in raising loans, the same delta in margin may be
considered.

c) Rate of Carrying Cost :-

i) Dr.G. C. Datta Roy (DESL) :- RoE and Debt issues are interlinked. If RoE if reduced
to 10%, then there will not be significant difference between Equity and Debt.

il} Dr. Anoop Singh (CER) :- Dr. Anoop Singh remarked that Actual cost of Loan should
be considered. Since it is financing of the Revenue Gap, therefore, it should be
financed from Debt.

ill) DERC response: In Judgement dated 15/12/2022, Hon'ble Supreme Court has directed
DERC not to consider actual Equity portion while funding of Regulatory Assets and rather
consider normative Debt:Equity ratio i.e., 70:30. The same is being examined for this
Control Period.

d) Target for Collection Efficiency:-

i) Dr. Anoop Singh (CER) :- Target on collection considered by the Commission, based
on past year's performance of DISCOMs, seems fine.

e} Target for Distribution Loss:-

i) Dr. Anoop Singh (CER) :- For those divisions where losses are high, CAPEX may be
increased. The apprehension of BRPL and BYPL that smart meters have very high
auxiliary consumptions was clarified by stating that, auxiliary consumption of smart
meters is up to 1 to 1.5 Watt and maximum up to 5 Watt, if the smart meter is
manufactured badly. 0.72% impact on Distribution Loss due to auxiliary
consumption of Smart Meters seems to be a higher number.

ii) Dr.G.C. Datta Roy [DESL) :- Though AT&C losses have been significantly reduced,
there are still some high-loss islands. DISCOMs may be asked to furnish the outcome
and recommendations on the Energy Audit conducted by DERC in pre-Covid period.

ili) Ms. Mallika Gope (NABL):- The impact of auxiliary circuit consumption of smart
meters, Indicated as approx. 0.72% on technical loss trajectory, seems to be on
higher side. A realistic data for the Smart meters may be considered.
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f) Target for Renewable Purchase Obligations (RPO) :-

i)  Sh. Jogendra Behera (IEX) :- As per CERC Regulation, there is single REC and fully
fungible. Considering the fungibility, REC should be able to fulfill the RPO targets
across all categories i.e.- Wind, Solar, Large Hydro and Small Hydro.

ii) Dr.Anoop Singh (CER) :- 100% REC's or Renewable Energy may be allowed to meet
Targets of Wind RPO, Hydro RPO & Other RPO.

g) Mechanism for Recovery of PPAC :-

i) Dr. Anoop Singh (CER):- It is proposed to include the Short-Term Power Purchase
in PPAC computation / PPAC format of DERC.

h)  Capital Investment Plan for Distribution Licensees:-
No comments.

1) Operation and Maintenance Expenses:-

ii) Dr. Anocop Singh (CER):- O&M should be linked with the performance of the
DISCOMs. the There should be incentives and penalties too. SERCs are linking the
O&M with the part performance for the network itself. Part O&M can be linked with
CAPEX on account of R&M Expenses and Part O&M can be linked with Sales.

iif) DERC response: For the past 6 years our O&M is linked with Network i.e. CAPEX.

2. GENCOs (IPGCL & PPCL) & TRANSCO (DTL):-

i) Dr. Anocop Singh (CER) :- 65 paisa / kWh Incentive for ex-bus scheduled Energy
during peak hours and 50 paisa /kWh in off peak hour is not justifiable for GENCOS.

3. General Comments:-

i) Dr. Bhaskar Natarajan (AEEE) :- Ujala LED programme was a success for Delhi, BLDC
Fans scheme should also be considered for consumers in Delhi. AEEE will work with
the Commission and Utilities to ensure that existing Fans are replaced, within a span
3 to 5 years, similar to the LED programme.

i) Ms. Malika Gope (NABL) :- Surveillance activities should be increased by the
DISCOMs to catch those consumers who indulge in power thefts. NABL accredited
laboratories to be utilized for testing activities of DERC. All labs under DISCOMs shall
obtain NABL accreditation.

iil) DERC response: DERC already has programme for BLDC fan and approx. 50,000 fans
have been replaced under the program. Also, 25,000 old & in-efficient ACs have
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been replaced with 5 star rated ACs in an environmental friendly way. Further, DERC
has already approved various NABL accredited laboratories for testing.

6) The Chairperson thanked members of SAC for giving their suggestions on various aspects of the
Draft DERC {Business Plan) Regulotions, 2023. DERC has tried to be realistic & ensured
consumers interest in setting the targets for Control period FY 2023-24 to FY 2025-26. DERC is
hopeful of notifying DERC (Business Plan) Reguiations, 2023 as early as possible. The DISCOMs
should come up to the expectations of the consumers, although they are already doing so,
further there is always scope for improvement.

7) SAC members were requested to submit their written comments, if any, by 15/03/2023.

The Meeting ended with vote of thanks.
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