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ANDHRA PRADESH ELECTRICITY REGULATORY COMMISSION
HYDERABAD

Present

Sri Justice G. Bhavani Prasad, Chairman
Dr. P. Raghu, Member
Sri P. Rama Mohan, Member

Dated 31° March, 2016

In the matter of

TARIFF DETERMINATION FOR RETAIL SALE OF ELECTRICITY DURING FY2016-17

0.P.No.1 of 2016
Eastern Power Distribution Company of Andhra Pradesh Limited (APEPDCL) and

0.P.No.2 of 2016
Southern Power Distribution Company of Andhra Pradesh Limited (APSPDCL)

The Aggregate Revenue Requirement (ARR) and Filing for Proposed Tariff (FPT) filed by
Eastern Power Distribution Company of Andhra Pradesh Limited (APEPDCL or EPDCL), vide
O.P.No.1 of 2016 and Southern Power Distribution Company of Andhra Pradesh Limited
(APSPDCL or SPDCL), vide O.P.No.2 of 2016 in respect of their individual Retail Supply businesses
for various consumer categories for FY2016-17 came up for consideration before the
Commission. Upon following the procedure prescribed for determination of such tariff u/s 64 of
the Electricity Act, 2003 (Central Act No.36 of 2003) and after careful consideration of the
material available on record, the Commission in exercise of the powers vested in it under the said
Central Act No.36 of 2003 and the APERC (Terms and Conditions for Determination of Tariff for
Wheeling and Retail Sale of Electricity) Regulation, 2005 (Regulation No.4 of 2005); hereby passes

this common order:



ORDER
CHAPTER - |
INTRODUCTION
Consequent to coming into force of the Andhra Pradesh Reorganization Act, 2014
(Central Act No.6 of 2014) (hereinafter referred to as the Reorganization Act) and in
terms of the provisions of Section 92 of the said Act read with Schedule XII (C) (3) and
Section 82 of the Electricity Act, 2003, the Government of Andhra Pradesh issued
notification in G.0.Ms.No.35, Energy (Power Ill) Department, dt.01.08.2014 and

constituted the Andhra Pradesh Electricity Regulatory Commission.

APERC (Adaptation Regulation), 2014

2

In exercise of the power conferred by Section 181 of the Electricity Act, 2003 (Central
Act No.36 of 2003) and all other powers thereonto enabling, including those conferred
by the Andhra Pradesh Electricity Reform Act, 1998 (State Act No.30 of 1998) and the
Reorganization Act, the Commission issued APERC (Adaptation) Regulation, 2014
(Regulation No.4 of 2014) and notified that with effect from 01.08.2014, all regulations
made by, all decisions, directions or orders of, and all the licenses and practice
directions issued by the Commission in existence as on the date of G.0.Ms.No.35
dt.01.08.2014 referred to above, shall apply in relation to the State of Andhra Pradesh
and shall continue to have effect until duly altered, repealed or amended. The said
Regulation No.4 of 2014 was published in the Extraordinary Gazette of the State of
Andhra Pradesh on 29.11.2014.

Antecedents of Tariff Determination for FY2016-17

3

Regulation No.4 of 2005 notified by the Commission, introduced Multi Year Tariff (MYT)
framework and accordingly, each distribution licensee has to file ARR along with FPT
with the Commission for determination of Tariff for(a) Distribution business (Wheeling
Charges) and (b)Retail Supply Business, for a period of 5 years (called Control Period).
The 3™ Control Period covers five years from FY2014-15 to FY2018-19.



With regard to determination of Retail Supply Tariff for the 3™ Control Period, the
Licensees expressed their inability to submit filings for Retail Supply business for a
period of 5 years from FY2014-15 to FY2018-19, as per MYT framework and instead
sought the approval of the then Commission to file ARR and FPT on annual basis for the
FY2014-15 citing certain reasons and the then Commission permitted the Licensees to
file the ARRs and FPTs for retail supply business for FY2014-15. In view of the
constraints/difficulties/uncertainties expressed by the Distribution licensees, this
Commission permitted them to file ARRs and FPTs relating to retail supply business on

annual basis for FY2015-16 also.

Filing Requirements and permission for Annual Filings

5

The Central Act No.36 of 2003 as well as the Regulation No.4 of 2005 mandate that a
distribution licensee shall file for each of its licensed business an application, in such
form and in such manner as specified and in accordance with the guidelines issued by
the Commission, for each year of the Control Period, not less than 120 days before the
commencement of the first year of the Control Period, for approval of the Commission.
As the EPDCL and SPDCL (hereinafter jointly referred to as the ‘Distribution Companies’
or ‘DISCOMSs’ or ‘Licensees’), have to file their Aggregate Revenue Requirement(ARR)
and Filings of Proposed Tariff (FPT) before 30.11.2015 under Regulation No.4 of 2005,
the Commission brought the same to their notice by separate letters both

dt. 09-11-2015.

By letter dt.17-11-2015, APSPDCL on its behalf and on behalf of APEPDCL requested that
for the reasons mentioned therein, the requirements of multi-year filing for retail supply
business should be waived and permission may be given for filing ARR and tariff
petitions for retail supply business on an annual basis during the 3" control period. As
an alternate measure and given the significant nature of both supply and demand side
uncertainties existing now, it was requested that the Commission may atleast allow the
distribution licensees to file ARR and tariff petitions for retail supply business for

FY2016-17 and the Commission may take a decision on the requirement of multi-year



retail supply filing for the remaining years in the control period at a later stage. In view
of the uncertainties expressed by the distribution licensees, the Commission in its
Procds. No.T-41/2015 dt.20-11-2015 permitted them to file ARR/Tariff Petitions relating
to their retail supply businesses on annual basis for FY2016-17 and it was further stated
that the request for waiving the requirement of multi-year filing for their Retail Supply

Businesses will be examined by the Commission separately.

Extension of Time for Filings
7 In the application dt.28-11-2015, filed under Clause 59 of the APERC (Conduct of

Business) Regulations, 1999 on behalf of both the Distribution Licensees, it was
requested to extend time for filing petitions for ARRs upto 31-12-2015 by relaxing the
requirement of such filing not less than 120 days before the commencement of the
FY2016-17 as stipulated in Clause 6.1 of Regulation No.4 of 2005. After careful
consideration of the same and keeping in view the mandatory provisions of the statutes,
Rules, Regulations and the binding directions of the ATE, the Commission issued Procds.
No.Dir(T)/Secy/F.No.T-41/21/2015 dt. 01-12-2015 permitting the distribution licensees
to file ARR/tariff petitions relating to their Retail Supply Businesses for FY2016-17 by
31-12-2015. Further, it was made clear that in the event of any further delay in filing
the Annual Revenue Requirement, the Commission may be compelled to initiate
suo-motu proceedings for tariff determination in accordance with the directions of ATE

in O.P. No. 1 of 2011 dt.11-11-2011.

ARR Filings for FY2016-17 and Public Notice
8 However, before the Commission proceeded to initiate suo-motu proceedings,

Licensees filed separate applications for approval of their ARRs for FY2016-17 on
31-12-2015. They were admitted by the Commission and assigned O.P. Nos.1 of 2016
(APEPDCL) and 2 of 2016 (APSPDCL).

9 The Commission by its letter dated 02.01.2016 directed the Licensees to issue
notifications intimating the general public on the ARRs submitted to the Commission.

The Licensees published such notifications accordingly in their respective areas of



operation, in two Telugu and two English daily newspapers, for information and calling
for views/objections/suggestions on the same from individuals, representatives of
consumer organizations and other stakeholders. The filings were also published in the

websites of the respective Licensees as well as the website of the Commission.

FPT Filings for FY2016-17, Public Notice and Public Hearings

10

11

Thereafter, on 18-01-2016, the Licensees submitted FPTs for their respective Retail
Supply Businesses, including Cross Subsidy Surcharge (CSS) for various consumer
categories for FY2016-17 (duly incorporating their respective ARRs filed on 31-12-2015)
and the same were taken on the file of the Commission as supplementary filings in their
respective original petitions, i.e. O.P. Nos.1 of 2016 (APEPDCL) and 2 of 2016 (APSPDCL).
The FPT schedules of the licensees were given wide publicity through Public Notices in
two Telugu and two English daily newspapers on 20-01-2016 seeking
views/objections/suggestions from the interested consumers/stakeholders by
20-02-2016 (as against 05-02-2016 mentioned earlier at the time of notifying ARRs and
as per the ‘Public Notice’ published on 05-01-2016). In the said ‘Public Notice’ in respect
of both the distribution licensees, their respective CSS schedules were also published.
Consolidated ARR and FPT filings, including CSS for various consumer categories for
FY2016-17 were also published in the respective websites of the licensees, as well as

that of the Commission.

The Commission by its letter dated 01-02-2016, directed the licensees to issue
notifications intimating the general public of the dates and venues of public hearings at
5 different places in the State of Andhra Pradesh (2 places in respect of APEPDCL and 3
places in respect of APSPDCL). The licensees published such notifications in their
respective areas of operation in two (2) Telugu and two (2) English daily newspapers,
informing that all the interested persons/associations/stakeholders/objectors who want
to be heard in person/through authorized representatives may appear before the
Commission during public hearings and submit their views/objections/suggestions in

respect of ARR/tariff proposals of APDISCOMs, including on CSS for various consumer



12

13

categories for FY2016-17. In addition to the public hearings conducted in five (5) places
within the areas of operation of EPDCL and SPDCL, the Commission also conducted
public hearing at Hyderabad as specified in the published public notices, thereby
providing a final opportunity to the stakeholders to submit their
views/objections/suggestions, in writing as well as in person, on ARR and FPT filings of

the two Licensees, for various consumer categories for FY2016-17.

APSPDCL and APEPDCL filed their Annual Revenue Requirements (ARR) and Tariff
Proposals for Retail Supply Business for the FY2016-17 on 18-01-2016 before the
Commission in which they also made a proposal for Cross Subsidy Surcharge
determination for FY2016-17 with reference to the provisions of the National Tariff
Policy 2006, which they referred to as avoided Cost Methodology. Subsequent to the
said filing, the Ministry of Power resolution dated 28.01.2016 has been published in the
Gazette of government of India promulgating the New National Tariff Policy. The
revised Tariff Policy so notified by the Central Government is stated to take effect from
the date of publication of the resolution in the Gazette of India. Therefore, APSPDCL
and APEPDCL were informed by a letter vide Lr. No.APERC/Secy/D(Tariff)/F.N0.41/2016,
Dated:23-02-2016 that they are at liberty to file fresh proposals for determination of the
Cross Subsidy Surcharge for FY2016-17 in accordance with such methodology as they
deem fit and proper, as the National Tariff Policy 2006 which formed the basis of their
earlier filings ceased to exist. APSPDCL and APEPDCL were also informed that if they
come up with fresh filings, the determination of Cross Subsidy Surcharge for the
Financial Year 2016-17 will be made in accordance with the prescribed procedure duly
complying with all the necessary formalities independent of the other proposals made

in the original filings.

Prior to conducting public hearings as mentioned above, the views of members of the
State Co-ordination Forum were ascertained in its 2™ meeting held on 29-02-2016 in the
office of the Commission at Hyderabad on the ARRs/FPTs of the distribution licensees.

Likewise, prior to the public hearings, the members of the State Advisory Committee



(SAC) were informed of the ARR/FPT filings of the distribution licensees for FY2016-17
and their views were ascertained in the meeting conducted on 15.03.2016, after public

hearings.

Handling of the Views/Objections/Suggestions of Stakeholders

14

In pursuance of such Public Notices, 101 consumers, representatives of various
consumer organizations, political parties and other stakeholders presented their written
views/objections/suggestions prior to commencement of public hearings and the
licensees provided their responses. The views/objections/suggestions expressed by the
stakeholders and/or their representatives, in writing and/or in person and the replies
provided by the licensees in writing and/or through oral responses during the public
hearings held from 02.03.2016 to 14.03.2016, as mentioned above in respect of ARR
and FPT filings of the Licensees and the views of the members of State Coordination
Forum (SCF) & State Advisory Committee (SAC) have been duly referred to and
considered in arriving at the appropriate conclusions in this Order, in so far as they

relate to the determination of tariff for retail sale of electricity.

Notification calling for objections/suggestions/views

15

The Licensees caused the publication of public notices on the directions of the
Commission, in two English and two Telugu daily newspapers on 05.01.2016 in respect
of their respective ARRs and on 20.01.2016 in respect of their respective FPTs, informing
the general public that the Licensees have filed before the Commission their ARR and
Tariff proposals for Retail Supply Business for FY2016-17, including CSS schedule for
various consumer categories for FY2016-17 and copies of their filings together with the
supporting materials were made available in the Office of the Chief General Manager
concerned of the respective Licensees at their Headquarters and also with all the
Superintending Engineers of Operation circles and the filings were also made available
on the websites of the Licensees and the Commission to facilitate
inspection/perusal/purchase of the ARR filings and Tariff proposals by interested
consumers and stakeholders who are at liberty to file their objections/suggestions/

views on the same. The Government of Andhra Pradesh in its Energy, |&l Department

7



has also been informed so that the Government may make a statement before the

Commission on the proposals of the Licensees at the public hearings.

Response to the Public Notices

16

In response to the public notices, the Commission received several
objections/suggestions/views in writing and/or in person at its Office and during public
hearings. The views/objections/ suggestions received reflected all shades of public
opinion on the issues and questions involved including those of public utilities like
Railways, Organizations of Industry, Trade, Consumers, Farmers, Employees, Labourers,
Political Parties, Awareness Groups and Non-Governmental Social Activists as well as
experienced and expert individuals acting in public interest. As directed by the
Commission, the Licensees communicated their written replies to the views/objections/
suggestions received from various stakeholders and the concerned Chairman and
Managing Director also orally responded to such views/objections/suggestions during

public hearings.

Public Hearings

17

The Commission decided to conduct public hearings at the places of head quarters of
the State, the Commission, APEPDCL, APSPDCL and also at Srikakulam and Anantapur,
the most backward districts of North Coastal Andhra and Rayalaseema respectively to
have the widest consultations possible and the benefit of maximum inputs in finalising
the tariff for retail sale of electricity by APDISCOMs, including CSS for various consumer
categories for FY2016-17. Accordingly, the public hearings were conducted as published
in the public notices and as informed to the Licensees and the Government of Andhra

Pradesh as follows:



18

SI.No. Name of Venue/place of Public Hearing Date of Public
Licensee Hearing
1 APEPDCL Office of the Superintending Engineer/Operation, 02-03-2016
Circle Office, APEPDCL,Opp: Margadarsi Chit Funds, (Wednesday)
G.T.Road, Srikakulam
2 APEPDCL Conference Hall, ATC Building, Corporate Office, 03-03-2016
APEPDCL, P&T Colony, Seethammadhara, (Thursday)
Visakhapatnam — 530 013
3 APSPDCL Conference Hall, Circle Office, 05-03-2016
O/o. SE / Operations / Anantapur (Saturday)
4 APSPDCL Siddhartha Auditorium, Arts & Science College 09-03-2016
campus, Vijayawada (Wednesday)
5 APSPDCL Conference Hall, APSPDCL, Corporate Office, Tirupati 10-03-2016
(Thursday)
6 Hyderabad | Court Hall of APERC, Hyderabad 14-03-2016
(Monday)

* Timings: 10.00 AM to 1.00 PM and 02.00 PM to 5.00 PM on all dates.

During the public hearings, the Chairman & Managing Director of the licensee
concerned made a brief presentation on their filings. Then the participating
stakeholders were heard in detail, apart from receiving all written representations
presented by them. Then the Chairman & Managing Director of the Licensee concerned

gave a detailed response to each of the issues/aspects raised by the stakeholders.

Summary of Filings

Sales and Power Purchase Requirement

19

The Licensees have forecasted/estimated the sales volume to different consumer
categories during FY2016-17 at 50732.66 MU for the entire State, comprising of
33809.49 MU in respect of SPDCL and 16923.17 MU in respect of EPDCL in their
respective areas of supply. For grossing up of sales with losses to arrive at the Power
Purchase requirement, the licencees have adopted the following losses; a) Distribution
losses: The distribution loss percentages considered by the Commission in the Retail
Tariff order for FY2015-16 have been adopted after reducing the same by 5%;
b)Transmission losses with in state: The transmission loss percentage of APTRANSCO at
actuals (first half of FY2015-16) has been adopted; c) Losses outside the state: The same
loss percentage as considered by the Commission in the Retail Tariff order for

FY2015-16 has been adopted. The power purchase requirement for FY2016-17

9



computed in the above manner (by grossing up the sales volume forecast with
applicable loss levels) is 57564.60MU comprising of 38481.11 MU in respect of SPDCL
and 19083.49 MU in respect of EPDCL respectively in their areas of supply. The
summary of sales, losses and power purchase requirement as per filings is given in the

table below:

Table 1: Filings - Sales, Losses and Power Purchase Requirement (MU)

Item Sales Losses Pc:':v:l:i f::::tse
(1) (2) (3) (4)
SPDCL 33809.49 4671.62 38481.11
EPDCL 16923.17 216032 19083.49
Total 50732.66 6831.94 57564.60

Availability, Dispatch and Surplus

20

Based on pre-arranged supply sources, both short and long term, the licensees have
estimated the available energy during FY2016-17 at 66838.66 MU for the entire State,
comprising of 45441.74 MU in respect of SPDCL and 21396.92 MU in respect of EPDCL.
With the analysis of month wise power purchase requirement and availability, the
Licensees’ computations have led to surplus of availability at 9274.06 MU for the entire
State during FY2016-17, comprising of 6960.63 MU surplus in respect of SPDCL and
2313.43 MU surplus in respect of EPDCL. The summary of power purchase requirement,
availability, dispatch and surplus for each licensee and for the entire State as per filings

is given in the table below:

Table 2: Filings: Power Purchase Requirement and Surplus (MU)

Item SPDCL EPDCL TOTAL
(1) 2) 3) (4)
Power Purchase Requirement 38481.11 19083.49 57564.60
Availability 45441.74 21396.92 66838.66
Dispatch 38481.11 19083.49 57564.60
Surplus / Deficit (-) 6960.63 2313.43 9274.06

10



Aggregate Revenue Requirement Items

21

22

23

24

The licensees have computed/estimated the power purchase cost during FY2016-17 at
22876.53 Cr for the entire State comprising of ¥15380.8 Cr in respect of SPDCL and
X7495.73 Cr in respect of EPDCL with reference to their respective areas of supply. The
licensees have computed the cost based on expected volume of dispatch for each
month (depending on monthly sales volume), and fixed and variable costs applicable for

each generation source/station for FY2016-17.

The licensees have computed/estimated the transmission cost at ¥986.33 Cr for the
entire State during FY2016-17, comprising of ¥648.35 Cr in respect of SPDCL and
X337.98 Cr in respect of EPDCL in accordance with the MYT Order for Transmission
business for third control period as applicable for FY2016-17 (capacities and
transmission charges to be paid to APTransco) with an upward revision in respect of
SPDCL to account for expansion of its area of supply consequent to inclusion of

Ananthapur and Kurnool districts in it.

The Licensees have computed/estimated the State Load Dispatch Centre (SLDC) cost at
%34.99 Cr for the entire State during FY2016-17, comprising of X23 Cr in respect of
SPDCL and %11.99 Cr in respect of EPDCL in accordance with the MYT Order for third
control period as applicable for FY2016-17 (capacities, charges and fee for SLDC) with an
upward revision in respect of SPDCL to account for expansion of its area of supply

consequent to inclusion of Ananthapur and Kurnool districts in it.

The Licensees have considered the distribution cost at ¥3765.44 Cr for the entire State
during FY2016-17, comprising of ¥2383.14 Cr in respect of SPDCL and ¥1382.3 Cr in
respect of EPDCL in accordance with the MYT Order for third control period on wheeling
charges as applicable for FY2016-17 (i.e. Distribution cost approved for FY2016-17) with
an upward revision in respect of SPDCL to account for expansion of its area of supply

consequent to inclusion of Ananthapur and Kurnool districts in it.

11



25

26

27

28

29

The Licensees have computed/estimated the costs associated with usage of PGCIL
network and services of ULDC based on the information sought by the licensees from
APTRANSCO, within and outside the State and to evacuate the power from Central
Generating Stations (CGS) at ¥376.89 Cr for the entire State during FY2016-17,
comprising of 242.89 Cr in respect of SPDCL and X134 Cr in respect of EPDCL.

The Licensees have computed the interest cost on consumers’ security deposits held
with Licensees at ¥257.53 Cr for the entire State during FY2016-17, comprising of
167.45 Cr in respect of SPDCL and ¥90.08 Cr in respect of EPDCL. The Licensees have
computed these amounts while applying the interest cost of 9.50% on average of
projected opening and closing balances of consumer security deposits (likely to be held

with them during FY2016-17).

The Licensees have computed the supply margin for retail supply business at ¥18.28 Cr
for entire State during FY2016-17, comprising of ¥13 Cr in respect of SPDCL and ¥5.28 Cr
in respect of EPDCL. These amounts have been computed based on the approved
Regulated Rate Base (RRB) as applicable to each licensee for FY2016-17 in accordance

with the MYT Order for third control period on wheeling charges.

The Licensees have indicated a total true up of ¥3660.30 Cr relating to retail supply
business for FY2014-15 for the entire State in their ARR/FPT filing for FY2016-17. This
amount comprises 32066.40 Cr of true up of expenses for SPDCL and ¥1593.90 Cr of
true up expenses for EPDCL. The Licensees have considered all the costs and revenue

items relating to retail supply business for FY2014-15 to arrive at these amounts.

The Licensees have further indicated the true-up of expenses relating to retail supply
business for FY2015-16 for an amount of ¥2760.16 Cr for the entire State, comprising of
2199.27 Cr in respect of SPDCL and X560.89 Cr in respect of EPDCL. The licensees have
considered all the costs and revenue items relating to retail supply business for

FY2015-16 on provisional basis to arrive at these amounts.
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Regarding the treatment of true up of expenses relating to FY2014-15 and FY2015-16,

the licensees have stated the following.

“The licensee has computed the revenue gap for FY14-15 and FY15-16, but it has not added this
revenue deficit to the ARR for FY16-17 because the GoAP has given in principle approval to UDAY
scheme floated by Gol. As per UDAY scheme, GoAP will take over 75% of DISCOM debt as on 30
September 2015 over two years - 50% of DISCOM debt will be taken over in 2015-16 and 25% in
2016-17.DISCOM debt not taken over by GoAP will be converted by the Banks / Fls into loans or
bonds with interest rate not more than the bank’s base rate plus 0.1%. Alternately, this debt may
be fully or partly issued by the DISCOM as GoAP guaranteed DISCOM bonds at the prevailing
market rates which shall be equal to or less than bank base rate plus 0.1%.”

The Licensees are implementing energy conservation projects (replacing incandescent
bulbs with LED bulbs and installation of solar pumpsets) in their respective areas of
operation. The licensees proposed to include the total project cost as one time
expenditure and included ¥107.18 Cr in ARR/FPT filings for FY2016-17. This amount
comprises of ¥61.51 Cr to be paid by SPDCL and ¥45.67 Cr to be paid by EPDCL. The
Licensees stated that the benefits of these measures have been factored in power

purchase calculations.

With these ARR line items, as detailed above, the Licensees have computed/estimated
the ARR at ¥28423.18 Cr for the entire State for FY2016-17, comprising of ¥18920.15 Cr
in respect of SPDCL and X9503.03 Cr in respect of EPDCL in their respective areas of

supply. The summary of ARR as per Licensees’ filings is given in the table below:
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