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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 27th March, 2018 

 

In the matter of 

 

TARIFF DETERMINATION FOR RETAIL SALE OF ELECTRICITY 

DURING FY2018-19 

 

in 

O.P.No.60 of 2017 

Eastern Power Distribution Company of Andhra Pradesh Limited (APEPDCL)      and 
 

O.P.No.61 of 2017  

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. 60 of 2017 and Southern Power Distribution Company of Andhra 

Pradesh Limited (APSPDCL or SPDCL), vide O.P.No.61 of 2017 in respect of their 

individual Retail Supply businesses for various consumer categories for FY2018-19 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, The Andhra 

Pradesh Electricity Reform Act, 1998 (State Act 30 of 1998) 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:
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ORDER 

CHAPTER – I 

INTRODUCTION 

 

1 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.O.Ms.No.35, Energy (Power III) 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 thereunto 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.O.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 FY2018-19 

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
rd 

Control Period covers five years from FY2014-15 to 

FY2018-19.  

4 With regard to determination of Retail Supply Tariff for the 3
rd 

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 
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sought the approval of the then Commission to file ARR and FPT on annual basis for 

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, FY2016-17, FY2017-18 and FY2018-19 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 ‘DISCOMs’ or ‘Licensees’), have to file their Aggregate 

Revenue Requirement (ARR) and Filings of Proposed Tariff (FPT) before 30.11.2017 

under Regulation No.4 of 2005, the Commission brought the same to their notice by 

separate letters date: 01.11.2017.  

6 By letter dt.15.11.2017, APEPDCL on its behalf and on behalf of APSPDCL 

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
rd 

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 allow the distribution licensees to file ARR and tariff petitions for 

retail supply business for FY2018-19. In view of the constraints/ difficulties / 

uncertainties expressed by the distribution licensees, the Commission in its 

Proceedings No. T-70/2017/23, dt.23.11.2017 permitted them to file ARR/Tariff 

Petitions relating to their retail supply businesses on annual basis for FY2018-19 

which is the last year of the 3rd Control Period. 

ARR Filings for FY2018-19 and Public Notice   

7 On 01.12.2017, Licensees filed separate applications for approval of their Aggregate 

Revenue Requirement (ARR) and Filing for Tariff Proposals (FPT) for FY2018-19 

along with Cross Subsidy Surcharge (CSS) and Additional Surcharge (AS) proposals. 
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The licensees, in the filings, have stated that they have not considered the True up for 

FY2016-17 and provisional True up for FY2017-18 in the ARR projections for 

FY2018-19 and requested permission to file as separate petitions. The ARRs and 

FPTs along with Cross Subsidy Surcharge and Additional Surcharge proposals for 

FY2018-19 filed by the Licensees were admitted by the Commission and assigned 

O.P. Nos.60 of 2017 (APEPDCL) and 61 of 2017 (APSPDCL). 

8 The Commission by its letter dated 01.12.2017 directed the Licensees to issue public 

notice incorporating the ARRs and FPT Schedule submitted to the Commission and 

further directing to upload the filings of ARRs and FPTs in their official websites and 

copies of their filings are to be made available at the corporate offices and circle 

offices at district levels.  In compliance thereof, on 08-12-2017, the Licensees caused 

publication of public notices in two Telugu and two English daily newspapers 

(Annexure-01), for information and calling for views/objections/suggestions on the 

same from individuals, representatives of consumer organizations and other 

stakeholders to be submitted on or before 29.12.2017 by 5 PM and further informing 

that the copies of the filings are made available at the Corporate offices and at Circle 

offices of both the licensees. The filings were also uploaded in the websites of the 

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

Notices for Public Hearings  

9 Subsequently, the Commission by its letter dated 09.01.2018, directed the licensees to 

issue notifications intimating the details of the venues and the timings 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) and at the headquarters of the 

Commission and that the views/objections/suggestions submitted up to 5 PM on 

14.02.2018 will also be considered while determining the ARRs, Retail Tariffs, Cross 

Subsidy Surcharge and Additional Surcharge for the Licensees for FY2018-19. The 

Commission decided to conduct last public hearing at Hyderabad, thereby providing a 

final opportunity to the stakeholders to submit their views/objections/suggestions, in 

writing as well as in person, on ARR, FPT, CSS and AS filings of the two Licensees, 

for various consumer categories for FY2018-19. 

10 In compliance with directions of the commission, The licensees published 

notifications on 12.01.2018 in their respective areas of operation in two (2) Telugu 

and two (2) English daily newspapers (Annexure-02), informing that all the interested 
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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 ARRs, FPTs, CSS and AS 

for various consumer categories for FY2018-19.   

11 The Government of Andhra Pradesh in its Energy, I&I Department 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. Prior to conducting public 

hearings, the views of members of the State Co-ordination Forum and the State 

Advisory Committee were ascertained in the joint meeting held on 08-01-2018 in the 

Meeting Hall of APTRANSCO, Vidyut Soudha at Vijayawada on the ARRs, FPTs, 

CSS and AS of the distribution licensees.  

12 Subsequently, the licensees vide a letter dated 26.01.2018 have filed an addendum to 

the ARR application in respect of Retail Supply business and Proposed Tariff for 

FY2018-19 requesting to include the following proposals: 

a) Separate Category under HT-II (Others) as HT-II (d) - Start up power for Captive    

Generating Plants, Co-generation Plants and Renewable Generation Plants.  

b) Change of applicability of tariffs under LT Category - VII (A): General Purpose.    

Commission had taken the addendum on record and vide public notice dated 01.02.2018 

invited views/objections/suggestion on the above proposals from the stake holders and 

directed the licensees also to upload the public notice on addendum in their respective 

websites.  

Response to the Public Notices 

13 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.  

Public Hearings 

14 The Commission decided to conduct public hearings at Visakhapatnam and 
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Rajamahendravaram in the area of operation of APEPDCL and at Vijayawada, 

Ongole and Tirupati in the area of operation of APSPDCL to have the widest 

consultations possible and the benefit of maximum inputs in finalizing the tariff for 

retail sale of electricity by APDISCOMs including CSS and Additional Surcharge for 

various consumer categories for FY2018-19.  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: 

Sl. 

No. 

Name of 
Licensee 

Venue/place of Public Hearing 

Date of 

Public 
Hearing 

1 APEPDCL 

Conference Hall, ATC Building, Corporate Office, 

APEPDCL, P&T Colony, Seethammadhara, 

Visakhapatnam – 530 013. 

05-02-2018 

(Monday) 

2 APEPDCL 

Office of the Superintending Engineer/ Operation 

Circle, APEPDCL, Vidyut Bhavan, Ullithota Street, 

Godavari Bund, Rajamahendravaram – 533 101. 

06-02-2018 

(Tuesday) 

3 APSPDCL 
O/o. SE/Operation/Vijayawada, APSPDCL, Opp. 

PWD Ground, Beside CM camp office, Vijayawada. 
07-02-2018 

(Wednesday) 

4 APSPDCL 
Old Zilla Parishad Building, South by pass road, Near 

mini stadium, Ongole, Prakasam (Dt). 
08-02-2018 

(Thursday) 

5 APSPDCL 

Conference Hall, Corporate Office, (Vidyuth 

Nilayam), APSPDCL, Behind Srinivasa 

Kalyanamandapams, Sreenivasapuram, Tiruchanoor 

Road, Tirupati. 

09-02-2018 

(Friday) 

6 Hyderabad 
APERC Court Hall, 4th Floor, #11-4-660, Singareni 

Bhavan, Red Hills, Hyderabad. 

14-02-2018 
(Wednesday) 

* Timings: 10.00 AM to 1.00 PM and 02.00 PM to till all the interested persons who desire to be   

heard in person or through their authorized representatives are exhausted on all dates. 

 

15 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 

objectors. 

16 The views/objections/suggestions expressed by the stakeholders and/or their 

representatives (Annexure-03), 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 05.02.2018 to 14.02.2018 in respect of ARR and FPT filings of the Licensees, 
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CSS & Additional Surcharge for FY2018-19 and the views of the members of State 

Coordination Forum (SCF) & State Advisory Committee (SAC) have been duly 

considered in arriving at the appropriate conclusions in this Order, in so far as they 

relate to the determination of ARR, tariff for retail sale of electricity, CSS & 

Additional Surcharge for FY2018-19. 

Summary of Filings 

Sales and Power Purchase Requirement 

17 The Licensees have forecasted/estimated the sales volume to different consumer 

categories during FY2018-19 at 54537.03 MU for the entire State, comprising of 

34785.63 MU in respect of SPDCL and 19751.40 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 licensees have adopted the following losses; a) Distribution 

losses: The distribution loss percentages considered by the Commission in the Retail 

Supply Tariff order for FY2017-18 have been adopted after reducing the same by 2% 

by both the licensees; b)Transmission losses with in State: The transmission loss 

percentage of APTRANSCO as approved in the Retail Supply Tariff order for 

FY2017-18  has been adopted; c) Losses outside the State: The same loss percentage 

as considered by the Commission in the Retail Tariff order for FY2017-18 has been 

adopted.  The power purchase requirement for FY2018-19 computed in the above 

manner (by grossing up the sales volume forecast with applicable loss levels) is 

61042.47 MU comprising of 39245.33 MU in respect of SPDCL and 21797.14 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 
Power purchase 
requirement 

    (1) (2) (3) (4) 

SPDCL 34785.63 4459.70 39245.33 

EPDCL 19751.40 2045.74 21797.14 

Total 54537.03 6505.44 61042.47 

 

Availability, Dispatch and Surplus 

18 Based on pre-arranged supply sources, the licensees have estimated the available 

energy during FY2018-19 at 63073.14 MU for the entire State, comprising of 
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41415.60 MU in respect of SPDCL and 21657.54 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 2030.67 MU for the entire State 

during FY2018-19, comprising of 2170.26 MU surplus in respect of SPDCL and  

(-139.59) 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 39245.33 

 

21797.13 

 

61042.47 

 

sum(left) 

 

Availability 41415.60 21657.54 63073.14 

Dispatch 39566.29 21977.05 61543.34 

Surplus/Deficit (-) 2170.26 -139.59 2030.67 

 

Aggregate Revenue Requirement Items 

19 The licensees have computed/estimated the power purchase cost during FY2018-19 at 

`25756.75 Cr for the entire State comprising of `16572.87 Cr in respect of SPDCL 

and `9183.88 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 FY2018-19. 

20 The licensees have computed/estimated the transmission cost at `1416.63 Cr for the 

entire State during FY2018-19, comprising of `931.18 Cr in respect of SPDCL and 

`485.45Cr in respect of EPDCL in accordance with the MYT Order for Transmission 

business for third control period as applicable for FY2018-19 (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. 

21 The Licensees have computed/estimated the State Load Dispatch Centre (SLDC) cost 

at `40.41 Cr for the entire State during FY2018-19 comprising of `26.56 Cr in respect 

of SPDCL and `13.85Cr in respect of EPDCL in accordance with the MYT Order for 

third control period as applicable for FY2018-19 (capacities, charges and fee for 

SLDC) with an upward revision in respect of SPDCL to account for expansion of its 
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area of supply consequent to inclusion of Ananthapur and Kurnool districts in it. 

22 The Licensees have considered the distribution cost at `4691.91 Cr for the entire State 

during FY2018-19, comprising of `2919.66 Cr. inrespect of SPDCL and `1772.25 Cr. 

in respect of EPDCL in accordance with the MYT Order for third control period on 

wheeling charges as applicable for FY2018-19 (i.e. Distribution cost approved for 

FY2018-19) 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. 

23 The Licensees have computed/estimated the costs associated with usage of PGCIL 

network and services of ULDC to evacuate the power from Central/Inter State 

Generating Stations at `1054.33 Cr for the entire State during FY2018-19, comprising 

of `695.21 Cr in respect of SPDCL and `359.12 Cr in respect of EPDCL. 

24 The Licensees have computed the interest cost on consumers’ security deposits held 

with Licensees at `256.43 Cr for the entire State during FY2018-19, comprising of 

`154.10 Cr in respect of SPDCL and `102.33 Cr in respect of EPDCL.  The Licensees 

have computed these amounts while applying the interest rates of 6.25% (SPDCL) 

and 6.25% (EPDCL) on average of projected opening and closing balances of 

consumer security deposits likely to be held with them during FY2018-19. 

25 The Licensees have computed the supply margin for retail supply business at  

`19.21 Cr for entire State during FY2018-19, comprising of `13.05 Cr in respect of 

SPDCL and `6.16 Cr in respect of EPDCL. These amounts have been computed 

based on the approved Regulated Rate Base (RRB) as applicable to each licensee for 

FY2018-19 in accordance with the MYT Order for third control period on wheeling 

charges. 

26 The Licensees are implementing energy conservation projects (replacing incandescent 

bulbs with LED bulbs, installation of solar pump sets and energy efficient pump sets 

etc) in their respective areas of operation. The licensees included an amount of 

`230.19 Cr towards the above works in the ARR and FPT filings for FY2018-19. This 

amount comprises of `116.76 Cr for SPDCL and `113.43 Cr for EPDCL. The 

Licensees stated that the benefits of these measures have been factored in the power 

purchase calculations. 

27 With these ARR line items, as detailed above, the Licensees have computed/estimated 

the ARR at `33465.85 Cr for the entire State for FY2018-19, comprising of 
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`21429.39 Cr in respect of SPDCL and `12036.46 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: 

Table 3: Aggregate Revenue Requirement (ARR) / Cost Items (` Cr) 

 ARR Items SPDCL EPDCL TOTAL 

(1) (2) (3) (4) 

1. Transmission Cost 931.18 485.45 1416.63 

2. SLDC Cost 26.56 13.85 40.41 

3. Distribution Cost 2,919.66 1,772.25 4,691.91 

4. PGCIL Expenses 682.28 355.72 1,038.00 

5. ULDC Charges 12.93 3.40 16.33 

6. Network and SLDC Cost (1+2+3+4+5) 4,572.61 2,630.67 7,203.28 

7. Power Purchase Cost 16,572.87 9183.88 25,756.75 

8. Interest on CSD 154.10 102.33 256.43 

9. Supply Margin in Retail Supply Business 13.05 6.16 19.21 

10. Other Costs, if any 116.76 113.43 230.19 

11. Supply Cost (7+8+9+10) 16,856.78 9,405.80 26,262.58 

12. Aggregate Revenue Requirement   

(ARR)  (6+11) 
21,429.39 12,036.46 33,465.85 

  

Expected Revenue from Charges (ERC) 

28 The Licensees have computed the Expected Revenue from Charges (ERC) in case 

they levy the existing/current tariff for retail sale of electricity during FY2018-19 on 

the forecast sales volume to different consumer categories in their respective areas of 

supply. The ERC (including NTI) computed in this manner is at `24977.95 Cr for the 

entire State, comprising of `14816.47 Cr in respect of SPDCL area of supply and 

`10161.48 Cr in respect of EPDCL area of supply. 

29 The Revenue Gap (RG) i.e., the ARR in excess of ERC, for FY2018-19 has been 

computed by licensees at `8487.90 Cr for the entire State, comprising of `6612.92 Cr 

RG in respect of SPDCL and `1874.98 Cr RG in respect of EPDCL. In short, the 

Licensees in the State will incur a total of `8487.90 Cr financial loss during  

FY2018-19 in the event of supplying the forecast sales volume of 54537.03 MU, 

without any external resources or tariff revision during FY2018-19. The summary of 

ARR, ERC and RG for each Licensee during FY2018-19 is given in the table below: 
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Table 4:  Filings: ARR, ERC and RG for FY2018-19 (` Cr) 

ARR Item SPDCL EPDCL TOTAL 

(1)        (2) (3)    (4) 

1. Aggregate Revenue Requirement 21,429.39 12,036.46 33,465.85 

2. Revenue from Sale of Energy (including NTI) 14,816.47 10,161.48 24,977.95 

3. Revenue Gap (1-2) 6,612.92 1,874.98 8,487.90  

 

Ways and means to handle the Revenue Gap 

30 The Licensees have proposed to meet the estimated revenue gap of `8487.90 Cr 

during FY2018-19 through the following means; 

a) Revenue of `505.95 from Cross Subsidy Surcharge and Additional Surcharge. 

b) Subsidy of `7983.39 Cr. expected from Government of Andhra Pradesh for  

FY2018-19. 

31 The summary of ARR and Revenues is given in the table below: 

Table 5: Filings: ARR, Revenue, Subsidy requirement for FY2018-19 (` Cr) 

Items SPDCL EPDCL TOTAL 

1. Aggregate Revenue Requirement 21,429.39 12036.46 33,465.85 

2. Revenue at Current Tariff 14816.47 10,161.48 24,977.95 

3. Tariff revision proposed 0 -1.44 -1.44 

4. Revenue from CSS & Additional 

Surcharge 
394.29 111.66 505.95 

5. Government Subsidy 6218.63 1764.76 7983.39 

6. Revenue Gap (1-2-3-4-5) 0 0 0 

 

32 Licensees have not proposed any tariff increase for FY2018-19 and proposed to 

continue with current tariffs as approved by Commission for FY2017-18 as given 

below: 
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Consumer Category 
Energy 

Unit 

Fixed Charge 
Energy 

Charge 

(`/Month) (`/Unit) 

LT Category-I: DOMESTIC (Telescopic)    

Group A: Annual Consumption <=900 Units 

during FY2017-18 

   

 0-50  kWh  1.45 

 51-100  kWh  2.60 

 101-200  kWh  3.60 

 Above 200  kWh  6.90 

Group B: Annual Consumption > 900 and             

< =2700 units during FY2017-18 

  
  

 0-50  kWh  2.60 

 51-100   kWh  2.60 

 101-200  kWh  3.60 

 201-300  kWh  6.90 

 Above 300  kWh  7.75 

Group C: Annual Consumption >2700 units 

during FY2017-18 

  
  

 0-50  kWh  2.68 

 51-100   kWh  3.35 

 101-200  kWh  5.42 

 201-300  kWh  7.11 

 301-400  kWh  7.98 

 401-500  kWh  8.52 

 Above 500 units  kWh  9.06 

LT Category-II: OTHERS    

LT Category-II (A): Upto 50 Units/Month kWh/kVAh 55/kW 5.40 

LT Category-II(B): Above 50 Units/Month    

     0-50 kWh/kVAh 

75/kW 

6.90 

     51-100  kWh/kVAh 7.69 

     101-300 kWh/kVAh 9.06 

     301-500 kWh/kVAh 9.61 

     Above 500 kWh/kVAh 10.19 

LT Category-II(C): ADVERTISEMENT 

HOARDINGS 

kWh/kVAh 75/kW 12.28 
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Consumer Category 
Energy 

Unit 

Fixed Charge 
Energy 

Charge 

(`/Month) (`/Unit) 

LT Category-II(D): FUNCTION HALLS/ 

AUDITORIUMS 

kWh/kVAh Nil 11.77 

LT Category-III: INDUSTRY    

Industry (General) kWh/kVAh 75/kW 6.71 

Seasonal Industries (off season) kWh/kVAh 75/kW 7.45 

Aquaculture and Animal Husbandry kWh/kVAh 30/kW 3.86 

Sugarcane crushing kWh/kVAh 30/kW 3.86 

Mushroom & Rabbit Farms kWh/kVAh 75/kW 5.91 

Floriculture in Green House kWh/kVAh 75/kW 5.91 

Poultry Hatcheries & Poultry Feed mixing plants kWh/kVAh 75/kW 4.89 

LT Category-IV: COTTAGE INDUSTRIES 

& OTHERS 

   

a) Cottage Industries Upto 10 HP kWh 20/kW 3.75 

b) Agro Based Activity upto 10 HP kWh 20/kW 3.75 

LT Category-V: AGRICULTURE    

LT Category-V(A): AGRICULTURE WITH 

DSM MESURES 

   

Corporate Farmers & IT Assesses kWh  2.50 

Wet Land Farmers (Holdings >2.5acre) kWh 525/HP/Year* 0.50 

Dry Land Farmers (Connections > 3 nos.) kWh 525/HP/Year* 0.50 

Wet land Farmers (Holdings ≤ 2.5 Acre) kWh  0.00 

Dry Land Farmers (Connections ≤ 3 nos.) kWh  0.00 

LT Category-V (B): AGRICULTURE WITHOUT 

DSM  MEASURES  

   

Corporate Farmers & IT Assesses kWh  3.50 

Wet Land Farmers (Holdings >2.5acre) kWh 1050/HP/Year* 1.00 

Dry Land Farmers (Connections > 3 nos.) kWh 1050/HP/Year* 1.00 

Wet land Farmers (Holdings ≤ 2.5 Acre) kWh 525/HP/Year* 0.50 

Dry Land Farmers (Connections ≤ 3 nos.) kWh 525/HP/Year* 0.50 

LT Category-V (C): OTHERS    

Salt Farming units upto 15 HP kWh 20/HP 3.70 

Rural Horticulture Nurseries upto 25 HP kWh 20/HP 3.70 

LT Category-VI: STREET LIGHTING AND 

PWS 

   

LT Category-VI(A): STREET LIGHTING    

Panchayats kWh 75/kW 5.98 

Municipalities kWh 75/kW 6.53 
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Consumer Category 
Energy 

Unit 

Fixed Charge 
Energy 

Charge 

(`/Month) (`/Unit) 

Municipal Corporations kWh 75/kW 7.09 

LT Category-VI(B): PWS SCHEMES    

Panchayats kWh/kVAh 75/HP 4.87 

Municipalities kWh/kVAh 75/HP 5.98 

Municipal Corporations kWh/kVAh 75/HP 6.53 

LT Category-VI(C): NTR Sujala Padhakam kWh/kVAh 10/HP 4.00 

LT Category-VII: GENERAL    

LT Category-VII(A): GENERAL PURPOSE kWh/kVAh 30/kW 7.28 

LT Category-VII(B): RELIGIOUS PLACES     

(i)   Religious Places (CL ≤ 2 KW) kWh 30/kW 4.84 

(ii) Religious Places (CL > 2 KW) kWh 30/kW 5.04 

LT Category-VIII: TEMPORARY SUPPLY kWh/kVAh 30/kW 10.50 

HT Category-I: INDUSTRY    

HT Category-I(A): INDUSTRY GENERAL    

11 kV kVAh 475/kVA 6.33 

33 kV kVAh 475/kVA 5.87 

132 kV & Above kVAh 475/kVA 5.44 

INDUSTRIAL COLONIES    

11 kV kVAh  6.32 

33 kV kVAh  6.32 

132 kV & Above kVAh  6.32 

TIME OF DAY TARIFFS (6 PM to 10 PM)    

11 kV kVAh  7.38 

33 kV kVAh  6.92 

132 kV & Above kVAh  6.49 

SEASONAL INDUSTRIES (off season Tariff)    

11 kV kVAh 475/kVA 7.66 

33 kV kVAh 475/kVA 6.98 

132 kV & Above kVAh 475/kVA 6.72 

HT Category-I(B): ENERGY INTENSIVE 

INDUSTRIES 

   

11 kV kVAh  5.82 

33 kV kVAh  5.37 
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Consumer Category 
Energy 

Unit 

Fixed Charge 
Energy 

Charge 

(`/Month) (`/Unit) 

132 kV & Above kVAh  4.95 

HT Category-I(C): AQUA CULTURE AND 

ANIMAL HUSBANDRY 

kVAh 30/kVA 3.86 

HT Category-I(D): POULTRY 

HATCHERIES AND POULTRY FEED 

MIXING PLANTS 

kVAh 475/kVA 4.89 

HT Category-II     

HT Category-II (A): Others     

11 kV kVAh 475/kVA 7.66 

33 kV kVAh 475/kVA 6.98 

132 kV & Above kVAh 475/kVA 6.72 

TIME OF DAY TARIFFS (6 PM to 10 PM)    

11 kV kVAh  8.71 

33 kV kVAh  8.03 

132 kV & Above kVAh  7.77 

HT Category-II(B): RELIGIOUS PLACES kVAh 30/kVA 5.03 

HT Category-II(C): FUNCTION HALLS/ 

AUDITORIUMS 

kVAh Nil 11.77 

HT Category-III: PUBLIC 

INFRASTRUCTURE AND TOURISM 

   

11 kV kVAh 475/kVA 7.30 

33 kV kVAh 475/kVA 6.69 

132 kV & Above kVAh 475/kVA 6.38 

TIME OF DAY TARIFFS (6 PM to 10 PM)    

11 kV kVAh  8.35 

33 kV kVAh  7.74 

132 kV & Above kVAh  7.43 

HT Category-IV: Govt. LIFT IRRIGATION, 

AGRICULTURE AND CPWS 

   

Govt. and Private Lift Irrigation & Agriculture kVAh 0 5.82 

Composite Water Supply Schemes (CPWS) kVAh 0 4.89 

HT Category-V: RAILWAY TRACTION kVAh 300/kVA 3.55 

HT Category-VI: TOWNSHIPS AND 

RESIDENTIAL COLONIES 

kVAh 75/kVA 6.32 

HT Category-VIII: TEMPORARY SUPPLY 
 1.5 times of corresponding 

HT Category 

* Equivalent flat rate tariff per year 
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33 Further, the licensees proposed the following new sub-categories to be included in 

FY2018-19 Tariff schedule:  

a) LT – 1 (C) Smart Meters with ToD Discount for Domestic Consumers 

(Optional) 

  The licensees are planning to roll out the installation of smart meters in the upcoming 

months.  For the consumers with smart meters, the licensees have proposed a discount 

of `1.00/Unit during 10 AM - 12 PM slot (2 hours) to understand the response from 

the consumers and the discount is applicable for the consumers with consumption of 

more than 500 units/month in the LT-I(C) Domestic Category.  The installation of 

smart meters is optional to consumers. The cost of the smart meter with modem, as 

per recent bids is estimated as `2,503 per smart meter. The cost of the smart meter 

along with the installation cost after adjusting for the grants from central government 

schemes like IPDS has to be borne by the consumer by paying EMI for a period of 24 

months.   

b) LT II (C): Non-Domestic - Electric Vehicles (EVs) 

 The licensees have proposed a separate sub-category for EV Charging Stations within 

the LT: II Non-domestic category as follows. 

Energy Charges ` 6.95/kWh 

Time of Day (ToD) tariff 

Additional charge of ` 1.00/kWh levied for usage from  

06 AM to 10 AM and 06 PM to 10 PM Rebate of ` 1.00 / 

kWh offered for usage between 10 PM to 06 AM 

 

c) LT –V (C): Others - Rural Horticulture with Connected Load up to 5HP 

 The licensees have proposed for a separate sub-category within the LT-V(C): Others 

category with sub category name as 'Rural Horticulture with Connected Load up to  

5 HP' and have proposed energy charge of `1.50/kWh.  

34 Subsequently, Licensees have Submitted an Addendum dated 26.01.2018 to the ARR 

and FPT for FY 2018-19 with following proposals. 

a) Separate Category under HT-II (Others) as HT-II (d) - Start up power for Captive 

Generating Plants, Co-generation Plants and Renewable Generation Plants with 

following tariff irrespective of the supply voltage. 

 

 



Chapter-I 

 

17 | P a g e  
 

Demand Charges 

(`/kVA/Month) 

Energy Charges 

(`/kVAh) 

475 11.77 

`1.05/kVAh Time of the Day (ToD) tariff is leviable on energy consumption 

during the period from 06:00 P.M. to 10.00 PM, in addition to the normal energy 

charges at respective Voltages.  

 Conditions: 

i. Contracted maximum demand under this category is limited to percentage 

norm (10% in Thermal, 6% in Gas, 3% in Hydel) of the maximum 

capacity unit in the Generating Station. 

ii. Supply is to be used strictly for startup operations, maintenance, and 

lighting purposes only and shall not be extended for process plant. 

iii. Demand charges are leviable only if the monthly load factor of the 

consumer exceeds 10% in accordance with billing demand condition 

under HT-II(A). 

iv. If RMD exceeds CMD the penal charges on Demand & Energy will be 

applicable as per the existing conditions of HT-II(A) others category, 

even if the monthly load factor is equal or below 10%. 

v. Monthly minimum charges on energy are not applicable to this category. 

vi. All other conditions applicable to HT-II(A) Others category shall also 

apply to this category. 

b)  Change of applicability of tariffs under LT Category - VII (A): General Purpose as 

follows: 

 Applicable for supply of energy to places of Crematoriums, Government Educational 

Institutions and student hostels run by Government agencies, Charitable Institutions 

i.e. Public Charitable Trusts and Societies registered under the Societies registration 

Act running educational and medical institutions rendering totally free service to the 

general public, recognized service institutions and registered old age homes. 

Conclusion 

The Commission has decided to consider the ARR, FPT, CSS and AS filings and the 

addendum submitted by the licensees, which are mentioned in brief in this Chapter, as 

the basis for determination of ARR and tariff for retail sale of electricity with due 

weight being given to views/objections/suggestions of stakeholders, as discussed in 

subsequent chapters of this order. 
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CHAPTER - II 

STATEMENT OF GOVERNMENT OF ANDHRA PRADESH 

 

35 On behalf of the Government of Andhra Pradesh, the Principal Secretary, Energy 

Department made a statement before the Commission during the public hearing at 

Vijayawada on 07.02.2018. 

36 All the Electricity utilities have performed exceptionally well during this year. The 

Transmission and Distribution (T&D) losses of AP Discoms are the lowest in the 

country. 

37 Number of consumers in Andhra Pradesh as on 31st December 2017 is 1.75 Crores, 

out of which 15.8 lakh are agriculture consumers. Both DISCOMs have been 

implementing HVDS for agriculture consumers in order to give them better quality of 

power.  This has been done by reducing the length of conventional LT Lines. 

38 Andhra Pradesh became the third State in the country after Gujarat and Punjab to 

achieve 100% electrification of households in FY2016-17 and the APDISCOMs have 

set a target of ensuring uninterrupted, reliable and quality power supply to all the 

consumers. 

39 APDISCOMs are implementing DSM initiatives in domestic lighting, municipal street 

lights and also in gram panchayats besides in agricultural pump-sets.  The investment 

is made by EESL, a Public Company owned by Central PSUs of Power Sector under 

an ESCO Model.  Under this program around 2.32 Cr. incandescent bulbs were 

replaced by energy efficient LEDs and 6.10 Lakh Street Lights have been replaced in 

the state as on December 2017.  A total of 9,534 no. of old and inefficient agricultural 

pump sets have been replaced with energy efficient pump sets and the Government 

targets to implement this project across the entire state in a phased manner to cover all 

existing pump sets of around 15 Lakhs.  The DISCOMs have also started the first of 

its kind programme of distribution of energy efficient fans to interested consumers.  

Around 2.61 Lakh fans have been distributed till December 2017, and it is further 

targeted to distribute 19 Lakh energy efficient fans in the state.  Around 71,706 Nos. 

of Energy efficient tube lights have also been distributed. 
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40 In line with Government of India's vision to promote Renewable Energy to add  

175 GW of Renewable Energy in the Country, Government of Andhra Pradesh has 

been encouraging Renewable Energy, particularly Solar and Wind.  As a result of 

promotion, State's cumulative renewable energy capacity has reached 6,553 MW 

including 3,819 MW of wind and 2,144 MW of Solar.  APDISCOMs plan to install 

50,000 solar pump-sets by FY2019-20.  20,575 Solar pump sets have been installed in 

the state till Jan'2018 and is expecting to energize 20,000 more pump sets by end of 

FY2018-19. 

41 Discoms are also contemplating Electric charging stations for Electric vehicles. 

42 As per the Ujjwal Discom Assurance Yojana (UDAY) tripartite agreement between 

Government of Andhra Pradesh, APDISCOMs and Government of India, Government 

of Andhra Pradesh has issued bonds worth `8,256 Crore.  This has reduced the 

financial burden on the DISCOMs and there is improvement in the financial 

performance of DISCOMs. 

43 The Government is committed to the welfare of the farmers and will provide free 

power to all eligible agriculture consumers.  Government will provide necessary 

support for this purpose. 

44 In order to protect the interest of consumers, APDISCOMs have proposed no tariff 

increase for all consumers in the tariff filing for FY2018-19. 

45 The Government is committed to the cause of industrial development in the State and 

it is a matter of pride that the State of Andhra Pradesh has amongst the lowest HT 

Industrial Tariffs in the country.  The Government aims to supply 24/7 high quality 

interruption free power to all the Industrial consumers in the State. 

46 To conclude, the Government is committed to provide any necessary financial 

assistance to power sector and subsidy to the utilities in accordance with the 

provisions of Section 65 of the Electricity Act, 2003.  This would enable the 

Government to meet its objective of ensuring quality power supply to all consumers 

and also in extending necessary assistance to domestic consumers and agricultural 

sector. 
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CHAPTER – III 

OBJECTIONS, RESPONSES AND COMMISSION’S VIEWS 

 

Filings are not in accordance with MYT Regulations 

47 Sri P. Narendranadh Chowdary, Managing Director, The Andhra Sugars Limited, 

Chemicals & Fertilisers Division, Kovvuru, West Godavari Dist. has stated that the 

DISCOMs’filings are not in accordance with"Multi Year Tariff Regulations" for the 

reason that the DISCOMs are filing their ARR filings annually and the annual filings 

are strongly objected. 

Discoms Response: DISCOMs have been following Multi Year Tariff (MYT) 

Regulation issued by APERC and National Tariff Policy (NTP) issued by the Ministry 

of Power, Govt. of India, with regard to filing of ARR & Proposed Tariffs for Retail 

Supply Business. In view of difficulties in making realistic projections on Power 

Purchase costs and sales on a multi year term of 5 years, DISCOMs have sought the 

permission of APERC to submit the RST filings on annual basis. For FY2018-19 

APERC has accorded permission vide Proceedings No. T-17/2017/23, Dt. 23-11-2017 

to file the Retail Supply Filings on Annual basis. 

Commission’s view: Out of the third control period from FY2014-15 to FY2018-19, 

for the first four years, the ARR filings were annual and were permitted by the 

Commission accordingly for the said four years. FY2018-19 being the only remaining 

year of the third control period, the Commission had to give a similar permission for 

the filings on annual basis. However, the Commission has noted the perceptions of the 

objector and the DISCOMs to be kept in view in future. 

Difficulty in assessing the data sheets filed by the DISCOMs 

48 Sri T.S. Appa Rao, Secretary General and Sri Sourabh Srivastava, The Federation of 

Telangana and Andhra Pradesh Chambers of Commerce and Industry (FTAPCCI), 

Hyderabad have stated that the use of excel sheets of the tariff forms cannot be 

emphasized more. The licensees may be directed to upload the excel sheets in absence 

of which the objectors or the APERC may not be able to conduct the requisite 

prudence check. 

Sri O.L. Kantha Rao, Secretary, A.P. Spinning Mills Association, Guntur has stated 

that it was pointed out even in the last year that the data in the form of excel sheet 

should be available in CD so that any calculation with due diligence can be done 
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easily by the objectors. Despite the repeated requests over the years this has not been 

attended to by the DISCOMS, giving an impression of lack of transparency. The 

Commission is requested to direct the DISCOMS to make available the presented 

tables/data in the ARR petition to the objectors whenever asked for, in excel sheet 

friendly CD. 

Discoms Response: All the relevant data pertaining to ARR & FPT filings for  

FY2018-19 presented before APERC has been made available in the form of CDs or 

e-mail to all the persons who have approached the licensees. The data has also been 

uploaded into licensees' websites.   

Commission's View: The DISCOMs should make every effort to avoid such short 

comings. 

How the revenue gap would be bridged and to what extent GoAP provides subsidy? 

49 Sri M. Venugopala Rao, Senior Journalist & Convener, Centre for Power Studies, 

Hyderabad;  Sri B. Tulasi Das, Vijayawada; Sri Ch. Narasinga Rao,State Secretariat 

Member,CPI(M), Visakhapatnam; Sri Penumalli Madhu,State Secretary CPI (M), 

Vijayawada; Sri Kandharapu Murali, CPI(M ) State Committee Member, Tirupati 

have stated that both the Discoms have not proposed any tariff hike and requested the 

Commission to permit them to collect tariffs for FY2018-19 at the rates determined by 

it for FY2017-18. The DISCOMs have claimed that their proposal not to hike tariffs 

for FY2018-19 would ‘benefit’ 1.13 Crore consumers under SPDCL and 58 lakh 

consumers under EPDCL.  However, the Discoms have not explained how they 

propose to bridge the projected revenue gap of `7982.76 Cr. and to what extent the 

GoAP would provide subsidy to bridge the projected revenue gap. 

Sri M. Thimma Reddy, Convenor, People’s Monitoring Group on Electricity 

Regulation (PMGER), Hyderabad has stated that as per the filings both the DISCOMs 

together will run up a deficit of `7983.39 Crore during the ensuing year. Despite such 

a deficit both the DISCOMs did not propose any tariff hike. This may imply that the 

State Government is ready to shoulder any deficit through subsidy. In the recent past 

both the Chief Minister of AP and Minister for Power of GoAP declared that there 

will not be any tariff hike in future as they would be procuring renewable energy at 

lower cost. But their handling wind energy PPAs shows that those declarations about 

'no tariff hike' are only for public consumption and in the end tariff hike will be a 
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reality. The Tripartite Understanding under UDAY stipulated that "Government of 

Andhra Pradesh endeavours to ensure that tariff hikes as reflected in Annexure -B are 

undertaken." (Section 1.2 p) Annexure B of the MoU indicated tariff hike of 5% and 

total government subsidy of `3,714.80 Crore. If they stand by their current tariff 

proposals of no hike both the APDISCOMs and the GoAP have to clear the air about 

any surreptitious steps at a later date to hike tariffs in the name of truing up, the way it 

has been done in the case of FY2015-16. 

Smt. P. Bharathi, Eguvapalakuru, Chittoor Dist.  has questioned how the gap would 

be filled up without tariff hike for FY2018-19.   

Discoms Response: It is expected that the State Government would support the 

DISCOMs by way of extending the required subsidy as may be determined by 

APERC in the retail supply tariff order for FY2018-19. 

Commission’s view: The revenue gap as estimated by the Commission on the 

ARR and FPT proposals for FY2018-19 submitted by the distribution licensees 

has to be bridged after taking into account the provision of subsidy by the State 

Government under Section 65 of the Electricity Act, 2003 and  by the 

distribution licensees taking effective measures for effective and better 

realization of the tariff and non-tariff incomes, dues from the consumers 

including the State Government in its various departments, organizations, 

institutions and local bodies and arrears of subsidy liable to be paid upto 

31.03.2018, reducing transmission, distribution and commercial losses, 

improvement of organizational efficiency, reduction of power purchase cost, 

O&M expenses etc. and adoption of all technological developments which help in 

running the power sector more economically etc. The Commission took note of the 

Statement of Government of Andhra Pradesh made through the Principal Secretary / 

Energy department on 07.02.2018 at Vijayawada during the public hearing to provide 

any necessary financial assistance to the power sector and subsidy to the utilities and 

the further communication from the State Government in response to the intimation 

from the Commission on the amount of  subsidy required to give effect to the policy 

of the State Government indicated in the statement in this regard and ensure that the 

principle of full cost recovery is satisfied in determining the tariffs on a holistic view 

of all the relevant factors. 
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Efforts shall be made to reduce revenue deficit 

50 Sri K. Ramakrishnam Raju, President, Vessel Contractors Welfare Association, 

Visakhapatnam has stated that anticipated revenue deficit (`1763.32) of APEPDCL is 

on much higher side and the same is increased year to year. All out efforts shall be 

made to reduce revenue deficit by ensuring timely receipt of Cross Subsidy from 

GoAP/ GOI & increasing tariff to highly profitable H.T. Consumers. 

Discoms Response: DISCOM is making all out efforts to contain the revenue deficit. 

The average cost of power purchase which is the major cost element in the Aggregate 

Revenue Requirement (ARR) of the DISCOM is `4.18 /kWh for the ensuing year 

FY2018-19, when compared to the approved value of `3.73/kWh for FY2017-18. 

Thus, there is an increase of 12% in the power purchase cost. The Average cost of 

service (COS) projected for FY2018-19 is `6.09/Unit whereas the approved value for 

FY2017-18 is `5.48/Unit, an increase of 11.13%. The increase in Cost of Supply is 

resulting in deficit in average realization to the extent of `0.89/Unit for APEPDCL for 

the ensuing year. 

Commission’s view: There cannot be two opinions about the indispensable necessity 

to minimize the revenue deficit in all possible ways and the estimated increase in 

power purchase cost and average cost of service should be avoided by taking recourse 

to all possible measures. 

Surplus and revenue gap will be much more 

51 Sri M. Venugopala Rao, Senior Journalist & Convener, Centre for Power Studies, 

Hyderabad;  Sri B. Tulasi Das, Vijayawada; Sri Ch. Narasinga Rao,State Secretariat 

Member,CPI(M), Visakhapatnam; Sri Penumalli Madhu,State Secretary CPI (M), 

Vijayawada; Sri Kandharapu Murali, CPI(M) State Committee Member, Tirupati have 

stated that the projected revenue gap of the Discoms for FY2018-19 will turn out to be 

much higher, if additional power is to be purchased by them under binding obligations 

of PPAs, as explained above, leading to availability of abnormal surplus of energy 

with attendant adverse consequences of backing down the same and paying hefty 

amounts towards fixed charges for such non-generation of power. 

 Discoms Response:    NIL 

Commission’s view: The apprehended hidden dangers cannot be altogether ruled out 

but the factual matrix as of now alone can form the basis for the various estimates in 
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the present tariff order. 

Details of Other Costs 

52 Sri B. N. Prabhakar, President, Society for Water, Power & Natural resources 

conservation Awareness and Monitoring (SWAPNAM), Certified Energy Manager & 

Auditor, Vijayawada has stated that APSPDCL has projected 77 paise/Unit (~14%) 

under the head 'other cost ' against the approved 9 paise. Similarly, APEPDCL has 

projected 105 paise/Unit (~19%) under the head 'other cost' against the approved 10 

paise. The Discoms may elaborate the reasons giving full details therefor. 

Discoms Response: The licensees have projected the following expenditure under 

other costs. (a) Amount payable towards DELP to M/s EESL, New Delhi, (b) Amount 

payable towards solar pumpsets, (c) Amount payable towards Energy Efficient Pump 

sets, (d) shortfall/gain in the revenues from the RESCOs during FY2017-18 and 

(e) Expenses for electrical accidents compensation. 

DELP: The licensees, with the approval of the Commission, are distributing 2 Nos. 

LED bulbs in all the districts of its jurisdiction. In accordance with the approval of the 

Commission, the licensees have projected the amounts payable to M/s EESL, New 

Delhi.  

APEPDCL: Total Number of LEDs distributed up to the end of FY2017-18 is around 

7540961 Nos. and amount paid `52.78 Crs. 

APSPDCL: Number of LEDs distributed up to the end of FY2015-16 is around  

`1.10 Cr for which Discom incurred `49.27 Cr. in FY2016-17 and is liable to pay 

`51.25 Cr. in FY2017-18 and `37.71 Cr. in FY2018-19 as annuity payments.  

Energy Efficiency Pumpsets: 

APEPDCL: 973 Nos. Energy efficient pump sets were energized upto FY2016-17, 

950 Nos. pump sets were energized in FY2017-18 (H1) and 3750 Nos.proposed to be 

released in H2 of FY2017-18 and 30,300 Nos. are proposed in FY2018-19.  

APSPDCL: The licensee proposed to replace 65,000 Nos. of old pumpsets with BEE 

5 Star rated 5 HP energy efficient submersible pump sets with smart control panels 

with a cost of `292.54 Cr. The licensee is projecting to incur costs of `9.79 Cr and 

`29.25 Crs. towards repayment of loan towards the above projects for FY2017-18 and 

FY2018-19 respectively. 
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Solar Agriculture Pumpsets: 

APEPDCL: 4048 Nos. Solar Agricultural pump sets were energized upto FY2016-17, 

1861 Nos. pump sets were energized in FY2017-18 (H1) and 5000 Nos. pumpsets 

areexpected to be energized in H2 of FY2017-18 and 5500 Nos.in FY 2018-19. 

APSPDCL: The licensee has erected 5,750 Nos. of solar pumpsets in FY2016-17 and 

is expected to erect further 6,214 Nos. and 8010 Nos. in FY2017-18 and FY 2018-19 

respectively.  

Total Investment: 

The consumer contribution is 11% of the project cost, the MNRE, Govt. of India 

provides 33% of the project cost as subsidy and balance 56% is to be borne by the 

licensees. For the pumpsets already installed and yet to be installed in FY2018-19, the 

expenditure contribution by the DISCOMs net off consumer contribution & MNRE 

subsidy is around ` 281 Cr in respect of APEPDCL and around ` 344 Cr.  in respect 

of APSPDCL. The amount is expected to be paid by taking loan for a tenure of 10 

Years at an interest rate of 12%. The Annuity amount is to be paid after considering 

the above financial parameters for FY2018-19. 

The details of Other Costs projected by the Licensees for FY2017-18 & FY2018-19 

Particulars 

FY2017-18 FY2018-19 

APEPDCL 

(`) 

APSPDCL 

(`) 

APEPDCL 

(`) 

APSPDCL 

(`) 

Payments to M/s EESL towards 

DELP 

30.54 51.25 21.07 37.71 

Payment to Agriculture Solar 

Pumpsets 

30.11 20.33 45.06 34.80 

Energy Pumpsets 21.81 9.75 21.05 29.25 

Shortfall / gain in the revenues 

from the  

RESCOs during FY2017-18 

0.00 - 16.25 - 

Expenses for electrical accidents 

compensation 

10.00 15.50 10.00 15.00 

Total 92.46 96.83 113.43 116.76 

 

The other cost for FY2017-18 revised estimate may be read as `0.077 instead of `0.77 

in respect of APSPDCL and `0.105 instead of `1.05 in respect of APEPDCL. The 

typographical error in the ARRs filings is regretted. 

Commission’s View: Any significant inflation of the other costs beyond the approved 

was explained to be for the specific reasons stated by the DISCOMs to disbelieve 
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which there is no strong reason for the Commission. 

Regulation of power between AP and TS 

53 Sri M. Venugopala Rao, Senior Journalist & Convener, Centre for Power Studies, 

Hyderabad;  Sri B. Tulasi Das, Vijayawada; Sri Ch. Narasinga Rao, State Secretariat 

Member,CPI(M), Visakhapatnam; Sri Penumalli Madhu,State Secretary CPI (M), 

Vijayawada; Sri Kandharapu Murali, CPI(M ) State Committee Member, Tirupati 

have stated that the Discoms have explained that due to “regulation of power” 

(stoppage of supply of power) to TS Discoms by AP Genco and to AP Discoms by TS 

Genco with effect from 10.6.2017, it is decided, on the request of AP Genco, to avail 

the excess power of AP Genco which was stopped to TS Discoms by paying the same 

fixed cost and variable cost as what AP Discoms would have paid to TS Discoms due 

to regulation of power. However, the differential fixed cost of `227.47 crore, the 

differential variable cost of `237.33 crore and the differential additional interest on 

pension bonds of `380 crore will be admitted by AP Discoms subject to approval of 

APERC, they have explained. The Discoms have also pointed out that the total impact 

of the above is an additional burden of around `844.80 crore which may vary based 

on the actual energy availed.  Subsequently, it was decided that AP Discoms should 

pay 100% fixed charges in anticipation of approval from GoAP and APERC, the 

Discoms have informed. By foregoing their share of power from the thermal plants of 

TS Genco, AP Discoms will be imposing an avoidable additional burden of `844.80 

per annum subject to variation on their consumers of power. The AP Discoms have 

not explained as to why TS Genco stopped supply of their share of power from its 

thermal plants to them, whether they have contested the decision of TS Genco legally 

and whether TS Genco is raising bills for payment of fixed charges for power not 

being supplied to AP Discoms, treating such non-supply as backing down. Without 

resorting to legal course of action to protect their interest in terms of binding 

obligations under the relevant PPAs in force for supply of power by TS Genco to AP 

Discoms, GoAP and the Discoms have resorted to the easier way of purchasing 

additional power from AP Genco at the cost of imposing such huge additional burden 

on consumers of power.  The Commission is requested to examine the whole issue 

and give appropriate directions to the Discoms to protect larger interest of consumers 

of power.  

Discoms Response: APGENCO regulated the power to TSDISCOMs 
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w.e.f.11.06.2017 due to non-payment of outstanding dues and TSGENCO also 

regulated the power to APDISCOMs due to non-settlement of dues. APDISCOMs are 

availing entire power from APGENCO stations as per the approval of GoAP and after 

informing APERC. TSGENCO are not raising bills on APDISCOMs. TSGENCO is 

not raising bills for payment of fixed charges for power not being supplied to 

APDISCOMs.  

Commission’s view: The ex-post facto situation presented to the Commission in the 

inter-state relationships between the State Governments and the State Utilities does 

not appear to be reversible or amenable to correction by the intervention of the 

Commission within the scope of its prescribed functions. The determination of issues 

herein is on the fact scenario as of now. 

True-up claims must be submitted in time 

54 Sri M. Venugopala Rao, Senior Journalist & Convener, Centre for Power Studies, 

Hyderabad;  Sri B. Tulasi Das, Vijayawada; Sri Ch. Narasinga Rao,State Secretariat 

Member,CPI(M), Visakhapatnam; Sri Penumalli Madhu,State Secretary CPI (M), 

Vijayawada; Sri Kandharapu Murali,  CPI(M ) State Committee Member, Tirupati 

have stated that the projected revenue gaps of both the Discoms have to be seen in the 

background of tariff hike for the year 2017-18 to the tune of about `800 Crore and 

true-up claims of  `968 Crore  - APEPDCL `324 Crore and APSPDCL `644 Crore  -  

for the year 2015-16 for additional cost of power purchase pending before the 

Commission. (They also got directions from the Commission to GoAP to provide 

additional subsidy of `414.06 Crore for additional agricultural sales during  

2015-16). Against revised revenue gap of `2001.49 Crore (actual revenue of 

`12380.11 Crore against a target of `14381.60 Crore fixed by the Commission) for 

the year 2016-17 and a revised revenue gap of `1850.67 Crore (estimated revenue of 

`13482.96 Crore against a target of `14794.21 Crore fixed by the Commission) for 

the year 2017-18, APSPDCL has sought permission of the Commission for filing a 

separate petition for true up of the same. APEPDCL has shown a revenue deficit of 

`1168.59 Cr (estimated revenue of `7810.39 Crore against a target of ` 8978.98 Cr 

fixed by the Commission for the year 2017-18) and a revenue surplus of `94.58 Cr 

(estimated revenue of ` 9364.48 Cr against a target of ` 9269.90 Cr fixed by the 

Commission for the year 2017-18) and sought permission of the Commission for 

filing a separate petition for true up of the same.  Going by the trend of showing 
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substantial revenue gap for true up for the last two and current financial years, the 

proposal of the Discoms not to hike tariffs for FY2018-19 and their failure to explain 

how they propose to bridge the projected revenue gaps for the same year and for 

various other factors not taken into consideration by them for FY2018-19, it can be 

asserted that they will come up with true-up claims for FY2018-19 also later in the 

post-election period. Therefore, the claim of the Discoms that their proposal not to 

increase tariffs for FY2018-19 would ‘benefit’ 1.71 Crore consumers in Andhra 

Pradesh is a futile attempt to hoodwink the people of the State that there are no 

additional burdens of tariff hikes in the pre-election period to meet political 

expediency of the party-in-power. Since auditing of their accounts for the year  

2016-17 must have been completed already, the Discoms should have submitted their 

true up claims without further delay. Though the Discoms have sought the permission 

of the Commission to file separate petitions for true up claims for the years 2016-17 

and 2017-18, they have not made it clear as to when they would do so. Left to 

themselves, the Discoms want to collect what is permissible from the consumers in 

time and do not prefer to postpone submission of their true up claims unnecessarily; it 

is beneficial neither to the Discoms, nor to their consumers. It is for the Commission 

to exercise its legitimate authority to direct the Discoms to submit the same in time 

and issue orders after holding public hearings promptly.   

Sri T.S.Appa Rao, Secretary General and Sri Sourabh Srivatsava, The Federation of 

Telangana and Andhra Pradesh Chambers of Commerce and Industry (FTAPCCI), 

Hyderabad; Sri O.L. Kantha Rao, Secretary and Sri R. Shiva Kumar, A.P. Spinning 

Mills Association, Guntur have stated that despite the APERC's directions to the AP 

Discoms in the letter dated 1.11.2017 to comply with Clause 12.5 of Tariff 

Regulations, DISCOMS have not filed the true-up applications along with the 

presentpetition. 

Sri O.L. Kantha Rao, Secretary and Sri R. Shiva Kumar, A.P. Spinning Mills 

Association, Guntur have stated that the revenue shortfall for APSPDCL for the year 

2016-17 is of the order of `2000 Crores and for the year 2017-18 is `1312 Crores 

(estimated) totalling to a current deficit of `3312 Crores. This is more than 22% of the 

current ARR of APSPDCL. Unless this true up petition is filed, finalizing the ARR 

and the ways & means to recover the uncontrollable, and pass through deficit cannot 

be finalized. Atleast on the matter of incremental fuel cost recovery provisions have to 
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be enacted by a fresh regulation. Have DISCOMS made such a request to APERC? 

There appears to be a veil of secrecy in this matter. The Commission is requested to 

direct the DISCOMS to clarify the above position. DISCOMS may be directed to 

present their True-Up petitions immediately to be heard along with this ARR petition. 

Sri Ch. Babu Rao, Convenor, Capital Region Coordination Committee, CPI(M), 

Vijayawada; Sri Cheekati Srinivasa Rao, Member, District Organising Committee, 

Prakasam Dist. have stated that true up claim shall be submitted by DISCOMs 

immediately. 

Sri Kandregula Venkata Ramana, President, Consumer organizations Federation, 

Viakhapatnam has stated that true up claims for FY2016-17 be submitted immediately 

by the DISCOMs and public hearings shall be conducted. True up for FY2018-19 

shall not be allowed. 

Discoms Response: As per APERC Regulation No.4 of 2005, true up of power 

purchase cost variations is permitted annually. Remaining items such as O&M Costs, 

Distribution cost etc. are allowed to be trued up during MYT filing only. In view of 

the delay associated with finalization of annual audited accounts for FY2016-17, 

APEPDCL could not file the true up requirements for FY2016-17.  The revenue 

deficit of APSPDCL for FY2016-17 is `1890 Cr. The revenue deficit for FY2017-18 

upto December 2017 is `70 Cr. Hence the projected revenue deficit for FY2016-17 

and FY2017-18 is likely to be `2000 Cr. The true up petition for FY2016-17 and 

FY2017-18 will be filed at the earliest. 

Commission’s view: The apprehensions of the objectors on possible true up claims 

cannot be dismissed as unreal and the need for making such true up claims promptly 

cannot be understated if the desired predictability of the possible burden on the 

consumers were to be transparent. The distribution licensees, if they have any 

sustainable true up claims for FY2016-17 and FY2017-18, may take the 

permissible steps in this regard as per the Regulations in force promptly. It is 

only when such true up claims are actually made that the Commission can examine on 

merits in accordance with law, the permissibility and reasonableness of such claims 

item-wise and pass appropriate orders thereon after the required public hearings. 

While the protection of   interests of the consumers is the paramount consideration for 

the Commission in any such consideration, no further opinions can be expressed on 
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the issue by the Commission at this stage. 

Revenue Gaps should not be permitted under True-up claim or Regulatory Asset 

55 Sri M. Venugopala Rao, Senior Journalist & Convener, Centre for Power Studies, 

Hyderabad;  Sri B. Tulasi Das, Vijayawada; Sri Ch. Narasinga Rao,State Secretariat 

Member,CPI(M), Visakhapatnam; Sri Penumalli Madhu, State Secretary CPI (M), 

Vijayawada; Sri Kandharapu Murali, CPI(M ) State Committee Member, Tirupati 

have stated that since the Discoms have not made it clear as to how they would 

propose to bridge the projected revenue gaps for FY2018-19, the Commission is 

requested to make it clear that no true up claim would be permitted later for the 

revenue gap, if any, that is going to be determined by it after taking into account the 

subsidy amount the GoAP is willing to provide.  The Commission is also requested to 

make it clear to the Discoms that the remaining revenue gap, if any, to be determined 

for FY2018-19 will not be treated as regulatory asset.  Regulatory asset can be 

considered only when hefty tariff hike is required and only a part of it is permitted by 

the Commission to avoid tariff shock to the consumers and that such revenue gap 

treated as regulatory asset can be permitted to be collected from the consumers in later 

years.  Here, in the subject proposals of the Discoms, as they have not even proposed 

any tariff hike for FY2018-19, the question of considering regulatory asset does not 

arise.  

Sri T.S. Appa Rao, Secretary General, FTAPCCI, Hyderabad has stated that no tariff 

hike shall be granted on account of revisions during truing up for FY2018-19. 

Discoms Response:  As per Regulation No.4 of 2005, DISCOMs are permitted to 

claim true up for variations in power purchase costs and any increase in power 

purchase costs over the approved costs will be filed before APERC. 

Commission’s view: Fortunately for the State, there is no tradition of creation of any 

regulatory asset so far and hopefully the tradition will continue towards which the 

Commission will make every effort. Any request for true up will be considered by the 

Commission item-wise strictly in accordance with the Electricity Act, 2003, the 

Andhra Pradesh Electricity Reform Act, 1998 and Regulation 4 of 2005. There cannot 

be any wholesale grant of the entire revenue gap as a permissible true up claim. 
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Non-Tariff income must be strictly as per audited accounts 

56 Sri T.S. Appa Rao, Secretary General, FTAPCCI, Hyderabad, Sri Sourabh Srivatsava 

have stated that the ARR may be appproved by applying the non-tariff incomes as 

earned by the Licensee in the past strictly in line with audited accounts. 

Discoms Response: Non-Tariff income has been estimated based on the reasonable 

actual data available for the first half of the current Financial Year 2017-18. 

Commission's View:  Discoms' response is adequate. 

Claim full subsidy from GoAP and do not burden subsidizing consumers 

57 Sri K. Rajendra Reddy, P. Kothakota, Chittoor Districthas stated that the notification 

says that the APSPDCL will be incurring a revenue deficit of `6218.63 Cr. does not 

propose any tariff increase for FY2018-19 and proposes to continue with current tariff 

as approved by the Commission during FY2017-18 and did not disclose how such 

huge revenue gap will be matched. As the State government barred the licensee from 

tariff hike, to bridge the revenue gap, the license is entitled for hundred percent 

reimbursement from the State government under sec 65 of Electricity Act, 2003. As 

such the licensee should claim from government of Andhra Pradesh the entire cost 

allocated for LT-V i.e. `5295.66 Cr. Further the licensee should consider the revenue 

realization from LT-V of `82.83Cr. and also, should take in to consideration of  

`1.44 Cr. loss being sustained by the licensee due to direction of G.O.A.P. to 

subsidize tariff to horticultural nurseries. 

The net subsidy due from G.O.A.P should be as follows. 

Item Amount 

Cost Allocation for LT-V 5295.66 Cr. 

Revenue Realization from LT-V 82.83 Cr. 

Net Cost of LT-V 5212.83 Cr. 

Loss due to subsidized supply to horticulture nursery to be  

reimbursed by GoAP 

1.44 Cr. 

Total cost of LT-V due from GoAP 5214.27 Cr. 

Revenue deficit 6218.63 Cr. 

Due from GoAP under Sec 65 of 2003 Act 5214.27 Cr. 

Net Deficit 1004. 36 Cr. 

 

Sri. T.S. Appa Rao, Secretary General, FTAPCCI, Hyderabad has stated that the 

subsidy required from the Govt. of Andhra Pradesh based on estimated consumption 

levels of subsidized categories shall be adjusted such that the cost of supplying 

subsidized power to selected consumer categories is not borne by the other non-
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subsidized consumers in terms of adjustment of the revenue gap of FY2018-19. ARR 

may be approved by considering total subsidy of `7613.06 Crores for APSPDCL and 

of `2961.47 Crores for APEPDCL for FY2018-19. 

Sri Ch. Babu Rao, Convenor, Capital Region Coordination Committee, CPI(M), 

Vijayawada; Sri Cheekati Srinivasa Rao, Member, District Organising Committee, 

Prakasam Dist. have stated that Government shall bear the total deficit of `7982 Cr. 

projected by the DISCOMs 

Discoms Response:  Discoms expect that the State Govt. would support by way of 

extending the required subsidy as may be determined by the APERC in the Retail 

Supply Tariff order for FY2018-19. 

Commission’s View: Hopefully the State Government will expeditiously pay all 

arrears due respectively to the two distribution companies towards subsidy 

(including all incentives and concessions to different categories of consumers 

which are also possible only under Section 65 of the Electricity Act, 2003) till the 

end of the FY2017-18 and will promptly pay the subsidy payable in FY2018-19 so 

as to provide the desired financial relief to the distribution licensees under severe 

economic stress. The Commission advises the State Government accordingly 

under Section 86(2) of the Electricity Act, 2003. 

Sales requirement is over projected 

58 Sri M. Thimma Reddy, Convenor, People’s Monitoring Group on Electricity 

Regulation (PMGER), Hyderabad has stated that according to ARRs of APDISCOMs 

during the FY2018-19, electricity requirement in Andhra Pradesh would be  

61,543 MU. An examination of UDAY Document signed by both the DISCOMs and 

GoAP with the Gol shows that during FY2018-19, electricity requirement would be 

about 58,690 MU. ARR estimate of electricity requirement appears to be higher by 

nearly 3,000 MU entailing an additional expenditure of more than `1,500 Cr. It is 

important to review electricity requirement estimate arrived at by the APDISCOMs in 

their ARRs. 

APSPDCL projected 7.87% increase in total electricity consumption during 2018-19 

while during the previous year it increased by 4.92% only. Particularly, in the case of 

HT consumers, APSPDCL projected 10.25% increase in consumption during 2018-19 

while during the previous year its consumption in fact declined by 0.24%. This trend 
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points to the need to exercise caution while adopting DISCOMs' estimate of power 

consumption and procurement during the ensuing year i.e. 2018-19. Overestimation of 

HT sales will have adverse impact on finances of DISCOMs. Lower than projected 

consumption by high tariff consumers will lead to under realization of revenue and 

consequent increase in deficit of DISCOMs. 

Consumption Estimate: 

DISCOM ARR UDAY Document 

(MU) 

APEPDCL 21977 20999 

APSPDCL 39566 37591 

Total 61543 58690 

 

Power Consumption in the pase: (MU) 

DISCOM 2016-17 2017-18 

ARR APERC Actual ARR APERC Present  

Estimate 

EPDCL  18575 17042 19721 18760 19537 

SPDCL  35881 33577 37297 35658 35359 

Total 55565 54456 50619 57018 54418 54896 

 

Sri Katuri Hari Kishore Kumar Reddy, Paturu, Kovuru Mandal, Nellore Dist. has 

stated that due to lack of proper estimation of sales, excess power purchases are being 

made by DISCOMs puttingthem to losses. For example, the sales estimation for 

FY2016-17 in HT-IV was 1757 MU whereas the actuals were 744 MU only resulting 

in a difference of 1013 MU. 

Sri T.S. Appa Rao, Secretary General and Sri Sourabh Srivastava, The Federation of 

Telangana and Andhra Pradesh Chambers of Commerce and Industry (FTAPCCI), 

Hyderabad have stated that the Sales estimate of the Petitioner does not conform to 

the Business Plan filed before the Commission during August 2017. 

Sri O.L. Kantha Rao, Secretary; Sri R. Sivakumar, A.P. Spinning Mills Association, 

Guntur desired the DISCOMS to re-consider their sales estimate for industrial sector 

and downsize their HT size sales estimate. 

Sri O.L. Kantha Rao, Secretary; Sri R. Sivakumar, A.P. Spinning Mills Association, 

Guntur have stated that a growth of 10.5% in HT industries and 7.1% in LT industries 

is being forecast. These are highly unlikely and therefore require downgrading of 

sales forecast. This is specifically necessary in the context that HT industry 
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consumption is of the order of 21.37% of APSPDCL but is expected to be yielding 

37.25% of the total revenue of APSPDCL. A proper due diligence on the business 

plan of the DISCOMS along with their sales forecast etc., is absolutely required 

before any ARR application is to be entertained by the Commission. The sales 

estimate of the petitioner does not conform to the business plan filed before the 

Commission during August, 2017. The Commission is requested to direct the 

DISCOMS to clarify this matter. 

Discoms Response: The Sales projections have been made based on the latest 

historical sales data available and as per most realistic assumptions/estimates made at 

the time of preparation of ARR & proposed filings. 

The difference in the approved and actual sales in HT-IV category in FY2016-17 was 

due to the lift irrigation schemes not coming up as expected. 

The minor variation in sales estimate in Business Plan and ARR are due to the 

consideration of actual sales for the months from July to September, 2017. 

Commission’s View: The overall requirements of quantity of electricity for  

FY2018-19 projected by the DISCOMS are cross-checked by the Commission with 

reference to the data and information obtained by it from the Irrigation Department of 

the State Government and the historical data available with the Commission. 

Estimate of energy requirement needs to be thoroughly reviewed 

59 Sri M. Thimma Reddy, Convenor, People’s Monitoring Group on Electricity 

Regulation (PMGER), Hyderabad has stated that past experience shows that actual 

power procurement by the DISCOMs is much less than their ARR proposals. During 

FY2016-17 while APDISCOMs as part of ARR proposals, projected energy 

requirement of 55,565 MU the actual procurement was only 50,619 MU. This was 

much less than that allowed by the Commission also. Similarly, during FY2017-18 

while they estimated energy requirement of 57,018 MU the actual procurement will 

be 54,896 MU. Given this past experience, the present estimate of DISCOMs for the 

ensuing year 2018-19 also needs to be thoroughly reviewed. 

Er. A. Punna Rao, Vijayawada has stated thatas per the DISCOMs, the energy 

requirement in FY2015-16 (ARR filing 27-12-2015) is 58,191 MU and in FY2018-19 

(ARR filing 30-11-2017) is 61,543 MU, growth of 5.726% only for 3 years.  SPDCL, 

for the year 2018-19, stated the growth rate in Industrial HT will be 10.49% (2017-18, 
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-2.28%), which is on higher side. For Street Lighting LT-VI, DISCOMs projected the 

growth rates of 4.59% (SPDCL), 5.77% (EPDCL). DISCOMs did not consider the 

energy saving of 40% to 50% (200 MU) through distribution of 30 lakhs LED Street 

Lights in the year 2018-19. Overall, the DISCOMs projected higher growth rates. 

APERC may have to reduce the energy requirement to 59,500 MU, which may result 

in back down of APGENCO thermal power to 3,500MU. It is suggested that the 

DISCOMs may revise the requirement of power on real growth rates. 

Discoms Response: The projections are made based on the actual data available on 

metered sales and the realistic assumptions on the expected sales for the ensuing year. 

Installation of 30 Lakh LED Street Lights is expected to spread throughout the 

ensuing financial year 2018-19 and the exact impact in reduction of the consumption 

is only known after completion of one year of installation. In the light of the above, it 

is to inform that there is no necessity to revise the requirements. 

Commission’s View: The estimates of the DISCOMs for the ensuing financial year 

are assessed keeping in view the difference between the projections, permissions and 

actuals in the earlier years so as to estimate the energy requirement in as realistic a 

manner as possible. 

Increasing and unwarranted surplus power 

60 Sri M. Venugopala Rao, Senior Journalist & Convener, Centre for Power Studies, 

Hyderabad;  Sri B. Tulasi Das, Vijayawada; Sri Ch. Narasinga Rao, State Secretariat 

Member, CPI(M), Visakhapatnam; Sri Penumalli Madhu, State Secretary CPI (M), 

Vijayawada; Sri Kandharapu Murali, CPI(M ) State Committee Member, Tirupati 

have stated that notwithstanding the stated objectives of reducing global warming and 

protecting environment for encouraging generation and consumption of NCE, entering 

into long-term PPAs with NCE units, especially wind and solar energy units, at higher 

tariffs exceeding even the average cost of power purchase by the Discoms, far 

exceeding  their obligations under RPPO,  requirement of power and availability of 

power under existing PPAs in force and agreements or PPAs with ongoing projects, 

leads to increasing and unwarranted surplus power and payment of fixed charges for 

backing down the same not only at present but also in the medium term.  

Discoms Response: In view of the down trend of wind and solar tariffs, now almost 

all the States in the Country are coming for setting up of wind and solar projects.  This 
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clean power certainly would helpful to reducing global warming and protecting 

environment. 

 

Commission’s view: The distribution licensees may balance the need for reducing 

global warming and protecting environment with the possible liability for payment of 

fixed charges and management of unwarranted surplus. 

Present holistic view to the Government 

61 Sri O.L. Kantha Rao, Secretary; Sri R. Siva Kumar, A.P. Spinning Mills 

Association,Guntur have stated that in the matter of power purchase, it appears that 

the DISCOMS are facing the issues of higher procurement in terms of quantity of 

energy and higher procurement price.It is well known that 80% or more of the 

ARR of the DISCOMS is because of power purchase costs and unless these power 

purchase issues are addressed, there is very little the DISCOMS can do in terms of 

offering better tariff and unless the tariff is reduced, there is no way the 

consumption can go up from the energy intensive manufacturing sector be it 

Textiles, Steel, Cement etc. Since the principal share holders are the Government, 

it is suggested that DISCOMS present a holistic view to the Government as to how 

on reducing the tariff for the industrial segment, consumption would go up in the 

next 2 to 3 years, leading to better plant load factor for the generating 

companies and consequent reduced power purchase cost. 

Discoms Response: The projections of the DISCOM requirements & energy 

availability have been carried out by the licensees as per the historical data trends and 

most realistic assumptions/estimates available at that point of time of preparing the 

filings.  

Commission's View:  As both the distribution licensees are State Government 

companies, meaningful exchange of information on all aspects including the above 

can be presumed to be taking place, which forms the basis for policy making in the 

Power sector. 

Energy requirement inflated 

62 Sri M. Venugopala Rao, Senior Journalist & Convener, Centre for Power Studies, 

Hyderabad;  Sri B. Tulasi Das, Vijayawada; Sri Ch. Narasinga Rao, State Secretariat 

Member,CPI(M), Visakhapatnam; Sri Penumalli Madhu, State Secretary CPI (M), 
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Vijayawada; Sri Kandharapu Murali, CPI(M) State Committee Member, Tirupati have 

stated that going by the trend of growth of requirement of power by the Discoms for 

the last two years and current financial year, their requirement turns out to be less than 

what they proposed and what the Commission determined. In this background, energy 

requirement of 61,543MU for the year 2018-19 shown by the Discoms seems inflated, 

as usual. 

Sri Ch. Babu Rao, Convenor, Capital Region Coordination Committee, CPI(M), 

Vijayawada; Sri Cheekati Srinivasa Rao, Member, District Organising Committee, 

Prakasam Dist. have stated that over estimates shall be corrected. 

Discoms Response:  The projections of the DISCOMs requirements & energy 

availability have been carried out by the licensees as per the historical data trends and 

most realistic assumptions/ estimates available at that point of time of preparing the 

filings.  

Commission’s view: The projected energy requirement is trimmed to realistic levels 

as already stated in response to para no. 59.   

APSPDCL failed in achieving sales targets 

63 Sri K. Rajendra Reddy, P. Kothakota, Chittoor District has stated that performance of 

APSPDCL with regard to its metered sales and agricultural sales is disastrous as the 

licensee has failed in successive years in achieving the targets fixed by the 

Commission. While target for 2016-17 with regard to metered sales is 24415.30MU 

i.e. 68.04%, actual is 21465.0MU i.e. 63.93%. Even for 2017-18 also the licensee is 

not likely to achieve the target as target for 2017-18 metered sales is 23879.36 MU i.e. 

66.97%. Present consumption trend indicates that sales will be only 22710.70MU i.e. 

64.23% only with regards to agriculture sales. APERC order for 2016-17 is 

8392.70MU i.e. 23.39%, actual consumption is 9269.50 MU i.e. 27.61%. For 

FY2017-18 APERC order for agriculture sales is 8741.43 MU i.e. 24.52%. Trend 

indicates that agriculture consumption will be 9536.85i.e. 26.97% during 2017-18. 

The License is requested to furnish the details regarding APERC Orders and actual 

regarding consumption of LT-V and LT metered sales from FY2006-2007 to 2016-17. 
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 Discoms Response:  

Year 

APERC Actuals 

LT 

Metered 

Sales (MU) 

LT Agl. 

Sales (MU) 

LT 

Metered 

Sales (MU) 

LT Agl. 

Sales (MU) 

2006-07 4302.90 3291.60 4076.83 3684.13 

2007-08 4559.50 3291.06 4505.63 3189.62 

2008-09 5006.50 3291.06 5191.81 3459.25 

2009-10 5624.85 3455.55 5800.39 4167.82 

2011-12 7109.09 4074.52 6584.81 4366.34 

2012-13 7621.01 4478.35 6635.58 4587.91 

2013-14 7621.02 4478.35 6668.48 5513.46 

2014-15 -- -- 9264.69 7998.16 

2015-16 10252.29 8020.16 10636.93 8482.33 

2016-17 12221.39 8392.70 11716.70 9269.50 

 

Commission’s View: The DISCOMs will hopefully further improve their 

performance. 

Energy Availability Understated 

64 Er. A. Punna Rao, Vijayawada has stated that as per DISCOMs submissions, Energy 

Availability is 66,173 MU, requirement is 61,543 MU, Sales - 4630 MU and 

Backdown -1530MU. It appears that DISCOMs understated that Energy availability 

from APGENCO. 

Sri M. Thimma Reddy, Convenor, People’s Monitoring Group on Electricity 

Regulation (PMGER), Hyderabad has stated that APDISCOMs estimated 27,452.46 

MU of energy availability from APGENCO thermal power plants during FY2018-19. 

Total installed capacity of APGENCO thermal power plants listed under availability 

stands at 5010 MW. At 80% PLF these plants shall be able to generate 35,110.08 MU. 

This shows that the APDISCOMs under estimated power availability from 

APGENCO thermal power plants by 7,657.62 MU. Against projected availability of 

an installed capacity of thermal stations of APGENCO, including two units of 

SDSTPS of 5010 MW, the DISCOMs have shown availability of 27,452.46 MU only. 

In other words, if the thermal units of APGENCO generate power with a PLF of 80%, 

additional 7657.62 MU would be available to APDISCOMs. 
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Discoms Response: The projections of energy availability have been carried out by 

the licensees as per the most realistic estimates available at that point of time. 

DISCOMs filed the energy availability for APGENCO stations based on the minimum 

guaranteed coal supply as per Fuel Supply Agreement. 

The DISCOMs have projected the availabilities from the thermal stations of 

APGENCO based on the actual coal supplies. Shortage of supply of allotted coal to 

thermal power plants in the country has been experienced. The matters of supply of 

sufficient coal and their timely transport are under the purview of GoI. DISCOMs on 

their part are requesting the CIL to allot extra coal to the APGENCO stations in the 

periodical meetings held by the coal company. 

Commission’s view: The projection of energy availability from thermal stations of 

APGENCO by the DISCOMs is reassessed with reference to the accepted norms 

applicable for such estimates. The estimate by the DISCOMS is found to be on the 

lower side and has been enhanced to the optimum level (but not to the theoretical 

maximum level) based on the data of actual supplies of coal in the first nine months of 

this financial year i.e. FY2017-18. 

AP GENCO stations availability under projected 

65 Sri M. Venugopala Rao, Senior Journalist & Convener, Centre for Power Studies, 

Hyderabad;  Sri B. Tulasi Das, Vijayawada; Sri Ch. Narasinga Rao,State Secretariat 

Member,CPI(M), Visakhapatnam; Sri Penumalli Madhu, State Secretary CPI (M), 

Vijayawada; Sri Kandharapu Murali, CPI(M) State Committee Member, Tirupati have 

stated that against projected availability of the installed capacity of thermal stations of 

AP Genco, including two units of SDSTPS, of 5010 MW, the Discoms have shown 

availability of 27452.46 MU only. With a capacity of 5010 MW, 35110.08 MU can be 

generated with a PLF of 80%.  In other words, if the thermal units of AP Genco 

generate power with a PLF of 80%, additional 7657.62 MU would be available to AP 

Discoms.  

Discoms Response: DISCOMs filed the energy availability for APGENCO and 

SDSTPP-I&II stations based on the minimum guaranteed coal supply as per Fuel 

Supply Agreement. Further, the availability from RTPP-IV (which is expected to 

commence operation in Apr’18) is projected low considering the present coal supply 

position and unstable operation of the new unit during the initial stages. 
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Commission’s View: As stated earlier, the projected generation has been upgraded to 

realistic levels as per accepted norms by the Commission.   

Power Purchase quantity estimates from APGENCO thermal stations and CGS stations 

are based at Low PLFs 

66 Sri O.L. Kantha Rao, Secretary; Sri R. Siva Kumar, A.P. Spinning Mills Association, 

Guntur have stated that the power purchase quantity estimates from APGENCO 

(Thermal)are based at no more than 62.5% Plant Load Factor (PLF). From CGS 

stations also it is estimated at 62.5%. It has been stated that the fixed cost of the 

generating stations is being calculated on the presumption of 85% of PLF. There is no 

mention of the effect of a substantially lower PLF of 62.5% on the variable costs. The 

variable cost is a dominant cost in the power procurement, a lower PLF would 

automatically imply a higher heat rate and consequently higher coal consumption and 

cost.  The Commission is requested to direct the DISCOMS to give a detailed note on 

station-wise approved heat rates at 85% PLF. It was known that CERC has directed 

that all costs should be calculated for Thermal units at 85% PLF. The Commission is 

requested to see that power procurement be calculated considering 85% PLF in both 

variable and fixed costs. 

Discoms Response: The PLFs were projected based on the actual likely supply of 

coal to the thermal stations of APGENCO, CGS and IPPs. It is true that Station Heat 

Rates of thermal stations will be higher at lower PLFs and as a result the specific coal 

consumption (kg/kWh) will be more. However, the variable costs will be paid based 

on the normative Station Heat Rates specified in the PPAS/ Regulations. Hence, there 

will be no additional burden on the consumers due to low Station Heat Rates. 

Commission’s View: The view expressed at para 64 holds good.   

High per unit cost of thermal plants working below threshold PLF is leading to 

increased Cost of Supply 

67 Sri M. Thimma Reddy, Convenor, People’s Monitoring Group on Electricity 

Regulation (PMGER), Hyderabad has stated thatthe average cost of supply during 

FY2018-19 is projected to increase by 10.7% over the cost approved for the  

FY2017-18. One of the reasons for this increased power purchase cost would be 

increased per unit fixed cost as most of the thermal power plants will be working at 

below threshold PLF. 
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Discoms Response:  Due to the shortage of coal prevailing in the Country as a whole, 

the PLFs of thermal Generating Stations are expected to be lower. 

Commission’s View: The capacity to generate and the actual generation may not be 

the same due to multiple factors and the obligation to pay fixed cost depends upon the 

terms and conditions of the respective power purchase agreements. Such vagaries may 

not totally absolve the distribution licensees of their obligations and liabilities under 

such agreements and planning for reduction in the power purchase cost necessarily 

has to take into account these factors. 

Variable costs of AP Genco stations projected by the licensees are on lower side 

68 The Chief Engineer, Commercial, APGenco, Vijayawada has stated the following: 

The variable cost projected by APGenco in the ARR proposals and the restricted 

variable cost for APGENCO stations projected by APDiscoms are as tabulated below. 

Station AP Genco 

Projection for 

H2 FY2017-18 

(`) 

AP Discoms 

Projection for 

H2 FY2017-18 

(`) 

AP Genco 

Projection for 

FY2018-19 

(`) 

AP Discoms 

Projection for 

FY2018-19 

(`) 

Dr.NTTPS 

(I,II,III) 

3.03 2.59 3.03 2.67 

Dr.NTTPS-IV 2.62 2.34 2.62 2.41 

RTPP-I 3.87 3.05 3.87 3.14 

RTPP-II 3.87 3.05 3.87 3.14 

RTPP-III 3.87 3.05 3.87 3.14 

RTPP-IV - - 3.87 3.14 

 

APGenco proposed the above variable cost for the ARR projections for FY2018-19 

based on the actual variable cost incurred the period 01.04.2017 to 31.08.2017. 

Further, M/s SCCL has increased coal rates with effect from 01.11.2017 by about 

10%. As a result the variable cost for Dr. NTTPS O&M and RTPP-I,II,III will 

increase by 6 paise/kWh and 31 paise/kWh respectively with effect from 

01.11.2017.The coal companies are raising coal prices and railways are increasing 

freight charges from time to time and it is impacting the variable cost of thermal 

stations. Unless the costs are considered at the time of ARR filings itself, there will be 

severe cash crunch for generators to meet coal and railway freight payments. Further 

to this as per clause 13 (h) of APERC Regulation 1 of 2008, the prevailing rates are to 

be considered for the fixation of variable cost and any subsequent increase will be 

allowed as a pass through in the form of FSA. In addition to this Discoms are not 

admitting FSA claims on quarterly basis since it was changed to yearly basis for 
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licensees. But for the Generators coal and railway freight are to be paid on cash and 

carry basis and no credit. In this context, it is to submit that the restricted variable cost 

proposals for APGenco stations submitted by APDiscoms are on lower side when 

compared with the ARR proposals submitted by APGenco. The Commission is 

requested to consider the APGENCO ARR proposed variable charges in APDiscoms 

Retail Supply Tariff Order for FY2017-18. 

Discoms Response: For FY2017-18 (H2), the variable charges were projected as per 

the rates approved in the Tariff Order for FY2017-18. For FY2018-19, AP Discoms 

projected the variable rates by escalating the variable rates approved by APERC in the 

tariff order for FY2017-18 by 3% keeping in view the increase in costs of coal freight 

charges. If there are any variations in the landed cost of fuel leading to variation of 

variable rates, the same will be admitted after approval by APERC. 

Commission’s view: The variable cost admissible to AP Genco stations at actual 

level is arrived at in the background of 3% appreciation proposed by the DISCOMs 

and the data furnished by the AP Genco in this regard on actual coal prices and 

Railway freight charges demanded and paid. 

Tariff and availability of Sri Damodaram Sanjeevaiah Thermal Power Station 

(SDSTPS) 

69 The Chief General Manager, Andhra Pradesh Power Development Corporation Ltd. 

(APPDCL), Vijayawada stated that APPDCL has commissioned the two units of 

2X800MW-Sri Damodaram Sanjeevaiah Thermal Power Station (SDSTPS) Stage-1 

and the same are in operation. The Amended and Restated PPA for SDSTPS Stage-1 

has been entered with the two APDISCOMs (APEPDCL & APSPDCL) on 

24.08.2016 and the same has been registered as O.P.No.21/2016 by APERC and the 

orders are reserved. APPDCL has already made tariff filings for determination of 

tariff for the control period 2014-19 (O.P.No.47/2017) and the hearings are under 

progress. The proposed ARR filings are applicable for the period from 01.04.2018 to 

31.03.2019, by that time the PPA consent and tariff determination of APPDCL will be 

completed. APPDCL has proposed `1.77 per kWh towards Fixed Charges for the 

units generated from SDSTPS, whereas APDISCOMs have proposed `1.02/- per kWh 

in their ARRs which is not sufficient for debt servicing and APPDCL have obligation 

of Operation & Maintenance besides debt servicing. Hence, it is requested to consider 

provisional fixed cost of `1.59 (i.e. 90% of the Fixed Cost) as per CERC regulations 

till determination of Fixed Cost by the APERC. 



Chapter-IV 

 

43 | P a g e  
 

Sri B. N. Prabhakar, President, Society for Water, Power & Natural resources 

conservation Awareness and Monitoring (SWAPNAM), Certified Energy Manager & 

Auditor, Vijayawada has stated that AP Discoms have considered 100% power from 

Damodaram Sanjeevaiah TPP. The basis for such consideration may be indicated. 

Commission may instruct the Discoms to provide a copy of the same. 

Sri. O.L. Kantha Rao, Secretary; Sri R. Sivakumar, A.P. Spinning Mills Association, 

Guntur have stated with reference to the capital cost and power purchase approval 

from Sri Damodaram Sanjivaiah Thermal Power Station (SDSTPS) that CAG vide 

their report 17-02-2017 has made some serious observations with respect to capital 

cost and performance of the generating stations. The Commission is requested to 

confirm that corrective actions in the above matter have been taken by the DISCOMS 

at least for the future.  

Discoms Response:  APDISCOMs are admitting the bills for the energy supplied 

from SDSTPP-I&II at an adhoc tariff of `3.63/kWh as approved by APERC. Since 

the PPA is yet to be consented by APERC, APDISCOMs projected the same rate for 

FY2018-19 also. The fixation of tariff falls under the purview of the Commission. If 

APERC finalizes the tariff, the same will be admitted by APDISCOMs. 

Availabilities are considered as per the projections made available to the DISCOMs 

by the respective Generating plants. APPDCL filed application before APERC for 

determination of the Tariff. APDISCOMs are filing counter against the higher capital 

cost claimed by APPDCL in O.P.No.47 of 2017. However, APERC will finalize the 

Tariff after conducting the due regulatory process. 

Commission’s view: The DISCOMs were ordered by the Commission in O.P. No. 21 

of 2016 to pay to this generator adhoc tariff at `3.63 paise per unit subject to any 

further or final orders that may be passed by the Commission and O.P. 21 of 2016 has 

been reserved for orders. O.P.No.47 of 2017 is the appropriate proceeding in which 

the Commission has to determine the regular tariff for the third control period, in 

which also no interim orders or directions are given. Hence, subject to any further or 

final orders that may be passed in O.P. 21 of 2016 and / or O.P.No.47 of 2017, the 

fixed and variable charges proposed by the DISCOMs in the ARR proposals for 

FY2018-19 in tune with the interim tariff of `3.63 paise have to be accepted. The 

expected cent percent generation was stated to be based on the information from the 

generating plant. 
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Power from IPPs and Krishnapatnam Plant of APGenco shall not be purchased. 

70 Sri Jalagam Kumara Swamy, Vijayawada; Sri Yallapu Surya Narayana, Chinnampeta, 

E.G.Dist.; Sri Rasamsetty Raja, Prattipadu, E.G.Dist.; Sri Donga Nageswara Rao, 

Ambajipeta, E.G.Dist.; Sri Adabala Rajamohan, Ambajipeta, E.G. Dist.; Sri Muthyala 

Jamil, Ambajipeta, E.G. Dist.; Sri Kavuluri Pathi Raju, Kethavaram,W.G.Dist.;Sri 

Mandapati Vidyadhara Reddy, Chatrayi, Krishna Dist.; Sri Medasani VijayaBhasker, 

Thatigadapa, Krishna Dist; Sri Bheemavarapu Bramhananda 

Reddy,Gudibandivaaripalem, Guntur Dist.; Sri Vanga Sambi Reddy, 

Gudibandivaaripalem, Guntur Dist.; Sri Aavuya Venkateshwar Reddy,Kollipara, 

Guntur Dist.; Sri Godagattu Sreerambabu, Paluru, Prakasam Dist.; Sri Addagadda 

Satish Kumar, Nagulapalem, Prakasam Dist.; Sri Katuri Harikishorekumar Reddy, 

Paturu, Nellore Dist.; Sri Polireddy Rammohan Reddy, Buchireddypalem, Nellore 

Dist.; Sri Vemireddy Hanuma Reddy, Chemudugunta, Nellore Dist.; Sri Kukati Sunil 

Kumar Reddy,Manegunta, Nellore Dist.; Sri Inamadugu Venkata Ramanareddy, 

Vavveru, Nellore Dist.; Sri Seernam Venugopalreddy, Chatrai, Nellore Dist.;  

Sri Chemikala Madhavareddy, Proddutur, Kadapa Dist.; Sri N. Janardhana Reddy, 

Y.M.Palli, Kadapa Dist.; Sri B.Obul Reddy, Paatha Giriyapalli, Kadapa Dist.; Sri A. 

Gangireddy, Pagadalapalli, Kadapa Dist. representing Bharatiya Kisan Sangh (BKS) 

and others have stated that power shall not be purchased from M/s Hinduja,  

M/s Meenakshi, M/s Simhapuri and other IPPs in view of surplus situation. Power 

also shall not be purchased from Krishnapatnam power plant as its unit cost is high 

i.e. ` 4.04. Discoms are purchasing excess power at higher rates and selling the same 

at lower rates and hence incurring loss. In FY2017-18, Discoms incurred loss by 

selling 2208.34 MU @ ` 2.79. 

Discoms Response:  

APSPDCL: Discoms have not proposed power purchase from M/s Hinduja,  

M/s Meenakshi and M/s Simhapuri IPPs and are purchasing power from M/s 

Krishnapatnam plant @ ` 3.63 per unit. 

APEPDCL: Discoms are following the merit order principles as prescribed by 

APERC in purchasing power. 

Commission's View: The suggestions are kept in view. 
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RTPP-IV and SDSTPS shall not be included 

71 Sri M. Thimma Reddy, Convenor, People’s Monitoring Group on Electricity 

Regulation (PMGER), Hyderabad has stated that APDISCOMs under estimated 

power availability from APGENCO thermal power plants by 7657.62 MU. This is 

more than power availability projected from RTPP IV (2,426.24 MU) and DSTPS-II 

(4,607.06 MU). Given the power surplus situation both these plants shall not be 

included under the list of power plants available. Also, PPA with respect to RTPP -IV 

has not yet been approved by the Commission. Through this measure `737 Cr can be 

saved from fixed cost burden.  

Sri. O.L. Kantha Rao, Secretary; Sri R. Sivakumar, A.P. Spinning Mills Association, 

Guntur have stated that Power purchase cost for RTPP(IV) has been considered on 

certain assumptions at an average rate of `4.24 per kWh. However, AP GENCO has 

not filed any application with detailed cost related aspects for this Station. 

Discoms Response: The DISCOMs have projected the availabilities from the thermal 

stations of AP GENCO based on the actual coal supplies. 

The then APDISCOMs have signed a PPA with APGENCO on 22.11.2010. The 

Amended and Restated PPA for Rayalaseema Thermal Power Project Stage – IV  

(1 x 600 MW) is yet to be entered by APGENCO with APDISCOMs by limiting to 

two DISCOMs of AP. An interim tariff of `4.24/kWh was proposed in the ARR based 

on CERC/APERC norms and the details produced by APGENCO subject to 

finalization and approval of the same by APERC.  

Commission’s View: The Commission's view on para no. 69 may be referred to on 

SDSTPS-II. Though RTPP-IV is referred to regarding power availability, the 

Commission is not yet approached with any Power Purchase Agreement with the plant 

or any request for determination of any tariff. The distribution licensees can actually 

procure any power from that unit only on obtaining a specific permission in any such 

proceedings or otherwise from the Commission at which time the then power 

availability position and fixed and variable cost burden will also be taken into 

account, among other things. 

3% escalation in variable cost of thermal plants should not be allowed 

72 Sri M. Thimma Reddy, Convenor, People’s Monitoring Group on Electricity 

Regulation (PMGER), Hyderabad has stated that the APDISCOMs have proposed an 
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escalation of 3% over the values of variable cost approved for 2017-18 for coal-based 

thermal power plants of APGENCO and CGSs. If the cost of coal and the resultant 

variable cost increase during 2018-19, the APDISCOMs can claim the additional 

expenditure under true-up. The Commission is requested not to allow the proposed 

3% escalation in variable cost for coal-based thermal stations. 

Discoms Response:  DISCOMs projected the variable rates for FY 2018-19 by 

escalating the variable rates approved by APERC in the tariff order for FY 2017-18 by 

3%. The proposed escalation of 3% is on account of increase in cost of SCCL coal by 

10% w.e.f. 1.11.2017. The proposed rates are estimates only. Regulation 4 of 2005 

permits the DISCOMs to claim true ups of amounts arising out of variations in power 

purchase costs and any increase in variable rates over that proposed now will be 

claimed in line with Regulation. 

Commission's View: The variable cost admissible to AP Genco stations at actual 

level is arrived at in the background of 3% appreciation proposed by the DISCOMs 

and the data furnished by the AP Genco in this regard on actual coal prices and 

Railway freight charges demanded and paid. Similar will be the case with CGS. In 

any view any increase in variable cost to the extent permissible can be the subject of a 

request for true up to be considered on merits in accordance with law. 

Coal issues are to be resolved 

73 Sri M. Venugopala Rao, Senior Journalist & Convener, Centre for Power Studies, 

Hyderabad;  Sri B. Tulasi Das, Vijayawada; Sri Ch. Narasinga Rao, State Secretariat 

Member,CPI(M), Visakhapatnam; Sri Penumalli Madhu, State Secretary CPI (M), 

Vijayawada; Sri Kandharapu Murali, CPI(M ) State Committee Member, Tirupati 

have stated that the Discoms cannot deflate availability of power from thermal 

stations of AP Genco and CGSs on the presumption that adequate coal will not be 

available to them for the entire year 2018-19. Till a few months back the Union 

Minister for Coal used to claim repeatedly that stocks of coal piled up at pitheads of 

coal mines and that there was no need for importing coal. During the recent months, 

shortage of supply of allotted coal to thermal power plants in the country has been 

experienced. The reasons for such shortage have not been explained and the 

concerned must come out with any specific proposals to overcome the shortage 

situation and their plan of action to get production of coal increased and to ensure 

timely transportation of allocated coal to thermal plants. Whatever be the reason for 
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creating such artificial scarcity for coal, the real beneficiaries of artificial shortage for 

coal and resultant decrease in generation of power are the generators/traders who sell 

their power in the market and through power exchanges to extract higher tariffs from 

the Discoms which opt to purchase that power. There is no justification in allowing 

the situation of scarcity for coal in the country, in the face availability of deposits 

abundantly and substantial stocks at pitheads and scope for increasing production of 

coal at mines of the publicsector mining companies.  GoAP and its power utilities 

should take up the issue with GoI and insist on ensuring timely supply of coal 

allocated to the thermal plants from which they purchase power. 

Discoms Response: The DISCOMs have projected the availabilities from the thermal 

stations of APGENCO and CGS based on the actual coal supplies. The objectors 

themselves have acknowledged the fact that during the recent months, shortage of 

supply of allotted coal to thermal power plants in the country has been experienced. 

The matters of supply of sufficient coal and timely transport are under the purview of 

GoI. DISCOMs on their part are requesting the CIL to allot extra coal to the 

APGENCO stations in the periodical meetings held by the coal company. 

Commission’s view: The distribution licensees and the Government of Andhra 

Pradesh may pursue their efforts vigorously with the Government of India and its 

agencies for adequate allotment and regular supply of the required quantity of coal to 

the generating stations of AP Genco. 

Real and Transparent bidding for Imported Coal 

74 Sri M. Venugopala Rao, Senior Journalist & Convener, Centre for Power Studies, 

Hyderabad;  Sri B. Tulasi Das, Vijayawada; Sri Ch. Narasinga Rao,State Secretariat 

Member, CPI(M), Visakhapatnam; Sri Penumalli Madhu, State Secretary CPI (M), 

Vijayawada; Sri Kandharapu Murali,CPI(M) State Committee Member, Tirupati have 

stated that the Discoms also have informed that AP Genco proposed to procure 

imported coal to meet the shortfall in domestic coal, if any, to the extent of total 

requirement. Earlier, on several occasions, it was brought to the notice of the 

Commission allegations of manipulations in importing coal and its transportation at 

inflated costs and the failure of the Discoms in questioning the same, but of no avail. 

It is once again requested that the Commission may give necessary directions to the 

Discoms and AP Genco to ensure real and transparent competitive bidding for 

importing coal and its transportation when it is really needed. 
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Sri M. Venugopala Rao through a letter dated 15.03.2018 has requested the 

Commission to call for relevant information and explanation from the authorities 

concerned, hold public hearings at appropritate time and to issue necessary orders to 

curb malpractices and irregularities in import of coal and its transportation by AP 

GENCO. 

Discoms Response:  APDISCOMs are paying the variable costs (coal and oil costs) 

of APGENCO stations after securitization and approval of the same by APERC. 

Commission’s view: The distribution licensees and the AP GENCO shall ensure 

transparency and competition in arriving at the price and cost of transport of imported 

coal. 

Escalation of variable cost not admissible 

75 Sri M. Venugopala Rao, Senior Journalist & Convener, Centre for Power Studies, 

Hyderabad;  Sri B. Tulasi Das, Vijayawada; Sri Ch. Narasinga Rao,State Secretariat 

Member, CPI(M), Visakhapatnam; Sri Penumalli Madhu, State Secretary CPI (M), 

Vijayawada; Sri Kandharapu Murali, CPI(M ) State Committee Member, Tirupati 

have stated that the Discoms have considered an escalation of 3% over the values of 

variable cost approved for FY2017-18 for coal-based thermal power plants of AP 

Genco and CGSs, without explaining the basis for such consideration.  If for any 

reason the cost of coal and the resultant variable cost increase during FY2018-19, the 

Discoms will have the opportunity to claim the additional expenditure under true-up. 

Therefore, the Commission is requested not to allow the presumptuous consideration 

of 3% escalation in variable cost for coal-based thermal stations. 

Discoms Response: DISCOMs projected the variable rates for FY2018-19 by 

escalating the variable rates approved by APERC in the tariff order for FY2017-18 by 

3%. The proposed escalation of 3% is on account of increase in cost of SCCL coal by 

10% w.e.f. 1.11.2017. The proposed rates are estimates only. Regulation 4 of 2005 

permits the DISCOMs to claim true ups of amounts arising out of variations in power 

purchase costs and any increase in variable rates over that proposed now will be 

claimed in line with Regulation. 

Commission’s view: The reason to support the estimated escalation is stated by the 

DISCOMs. 
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True up of AP GENCO  

76 Sri. O.L. Kantha Rao, Secretary; Sri R. Sivakumar, A.P. Spinning Mills Association, 

Guntur have stated that Generation tariff for AP GENCO Stations has been finalized 

vide APERC order dated 26-03-2016 in OP NO. 3/2016, however, no true up has been 

conducted for the previous tariff period 2009-14. 

Discoms Response: APERC conducted public hearings and issued a true up order on 

05.12.2015 for the Distribution and Retail Tariff businesses of DISCOMs for the 

control period FY2009-14 in O.P.Nos. 22 to 25 of 2015. In case of APGENCO, the 

MYT tariff order issued on 31.05.2014 in O.P.No.15 of 2009 already trued up the 

provisional tariffs of APGENCO stations approved in the Retail Tariffs Orders during 

the years 2009-14. 

Commission’s View: That true-up has already been done for the relevant control 

period is stated by the DISCOMs. 

Central Generating Stations availability under projected 

77 Sri M. Venugopala Rao, Senior Journalist & Convener, Centre for Power Studies, 

Hyderabad;  Sri B. Tulasi Das, Vijayawada; Sri Ch. Narasinga Rao,State Secretariat 

Member,CPI(M), Visakhapatnam; Sri Penumalli Madhu, State Secretary CPI (M), 

Vijayawada; Sri Kandharapu Murali, CPI(M) State Committee Member, Tirupati have 

stated that while availability of power from Central Generating Stations is projected at 

16,112 MU for FY2018-19, the Discoms have considered 13,169 MU only in 

anticipation of coal and energy requirement of APDiscoms.  When the CGSs have 

projected availability of 16,112 MU, the Discoms cannot reduce it by 2943 MU 

arbitrarily on whimsical “anticipation of coal,” whatever it may mean. If energy 

requirement of the Discoms is one of the reasons for such reduction, they cannot 

ignore binding obligations to purchase power from CGSs under existing PPAs, as it 

would lead to backing down and payment of fixed charges for the same. In such a 

situation, there is no point in the Discoms’ opting for power from other sources 

without binding obligations or by entering into long-term PPAs afresh for 

unwarranted power. 

Sri M. Thimma Reddy, Convenor, People’s Monitoring Group on Electricity 

Regulation (PMGER), Hyderabad has stated that Power availability from CGS Units 

is underestimated. It is less than threshold level PLF as well as what was achieved 

during the previous year. 
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APDISCOMs estimated availability of 8,807.33 MU from the above CGS thermal 

power stations. In arriving at this availability figure, they have adopted lower PLF. 

This PLF is lower than that recorded during 2017-18. This PLF is also lower than 

threshold level PLF at which generators are expected to produce power. APDISCOMs 

shall have adopted threshold level PLF, except in the case of new plants which are yet 

to reach their full potential, in arriving at the estimates of energy availability. Because 

of adopting lower PLF in calculating energy availability during 2018-19 

APDISCOMs under estimated energy availability from the above thermal power 

stations by 3,116 MU. This is also confirmed by APDISCOMs submission that, "The 

CGS stations projected 16,112 MU for FY2018-19. But APDISCOMs have 

considered 13169 MU in anticipation of shortage of coal and energy requirement of 

APDISCOMs." (APSPDCL ARR - p,21) 

Discoms Response: CGS availabilities were projected based on the actual coal 

supplies during the previous six months. There will be no backing down of CGS 

stations as generation will also be less due to lesser availabilities. Payment of fixed 

charges to CGS will also be limited to the extent of lesser availabilities only. 

Commission’s View: The understatement of energy availability from the central 

generating stations and the AP GENCO stations has been corrected on the lines 

already stated in para no.64.   
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Surrender NNTPS under the power surplus situation 

78 Sri M. Thimma Reddy, Convenor, People’s Monitoring Group on Electricity 

Regulation (PMGER), Hyderabad has stated that Neyveli New Thermal Power Station 

(NNTPS) is a new CGS which is under execution and 68.59 MU are expected to be 

procured from this plant at the total cost of ` 31.99 Crore. Under the given surplus 

power situation this plant may be surrendered. 

Discoms Response: NIL 

Commission's View: The distribution companies can procure power from the Neyveli 

New Thermal Power Station (NNTPS) out of the projected capacity of 68.59 MU only 

if such procuration is in compliance with all the necessary legal formalities and 

requirements. Assuming that such circumstances exist, the projected availability of 

energy from this generating station is not excluded from the estimated power 

availability. However, on completion of execution of the project and readiness for 

commercial operation, the distribution licensees shall procure any quantum of power 

from the said plant only on obtaining prior consent from the Commission which will 

consider any such request only on being satisfied about the compliance with the legal 

formalities and requirements and the acceptability of the tariff and the necessity for 

procurement of such power. 

Disallow plants which did not figure in Load Forecast and Resource Plans of DISCOMs 

79 Sri M. Thimma Reddy, Convenor, People’s Monitoring Group on Electricity 

Regulation (PMGER), Hyderabad has stated that APDISCOMs have included the 400 

MW solar power project to be set up by Solar Energy Corporation of India (SECI) at 

Galiveedu Mandal, Kadapa district and the 400MW solar power project being set up 

by APGenco at Talaricheruvu (V), near Tadipatri, Ananthapuram District in the list of 

power plants available to the State as a part of ARR for FY2018-19. These two plants 

do not figure in the revised load forecast and resource plans of APDISCOMs for the 

third and fourth control periods. AP Discoms would be achieving RPPO stipulated by 

the Commission without these plants. Given the surplus power situation and the 

increasing power purchase costs, these plants may not be allowed. 

Discoms Response:  Projections of ARR & FPT for FY 2018-19 have been made 

based on the latest information & assumptions available on Demand and Supply 

projections. 
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Commission’s View: The inclusion of these two public sector Solar generating plants 

is not deleted from consideration in listing the sources of supply of Power for 

FY2018-19 as per merit order despatch and the question of actual permission for 

procuring power from these two plants will be considered on merits depending on the 

then power supply and demand position and the regulation / reduction of the power 

purchase cost as and when the plants are ready for commercial operation and 

respective power purchase agreements and determination of the tariff are brought 

before the Commission for consideration and approval only after which the 

distribution companies can procure energy from these two generating plants. 

Regulate Power Purchases from external sources 

80 Sri M. Venugopala Rao, Senior Journalist & Convener, Centre for Power Studies, 

Hyderabad;  Sri B. Tulasi Das, Vijayawada; Sri Ch. Narasinga Rao,State Secretariat 

Member,CPI(M), Visakhapatnam; Sri Penumalli Madhu, State Secretary CPI (M), 

Vijayawada; Sri Kandharapu Murali, CPI(M ) State Committee Member, Tirupati 

have stated that for the year 2018-19, the Discoms have considered a uniform rate of 

`4.08 per kWh for purchase of power from bilateral sources (1812 MU), through 

power exchange (810 MU) and from other short-term sources (400 MU).  This 

consideration of uniformity of tariffs bristles with manipulative tendencies, as if there 

was no scope for competitive tariffs. The Commission is requested to regulate such 

purchases, if at all required and the costs realistically by issuing appropriate directions 

to the Discoms.  

Sri M. Thimma Reddy, Convenor, People’s Monitoring Group on Electricity 

Regulation (PMGER), Hyderabad has stated that even under surplus situation, when 

most of the thermal power plants available to the State are expected to be operated at 

below the threshold PLF, APDISCOMs proposed as part of ARR for FY2018-19 to 

procure power from bilateral purchases and from electricity exchanges. APDISCOMs 

are planning to invite bids for RTC power of 500 MW. APDISCOMs have projected 

energy availability of 12 MU per day for 3 months in H2 FY2017-18 and 5 months in 

FY2018-19 from bilateral purchases. Besides this, APDISCOMs have projected 

around 6 MU per day of power purchase from power exchanges to meet the deficit on 

need basis. (APSPDCL ARR p.31) APDISCOMs proposed to spend `531.64 Cr. on 

procuring power from bilateral and power exchanges at an average cost of `4.08 per 

unit. This is higher than the variable cost of thermal power plants of APGENCO 
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which are expected to work at below their threshold PLF capacity. Given the surplus 

power situation and attendant fixed cost burden the Commission is requested not to 

allow bilateral and power exchange purchases during the FY2018-19. 

Sri Ch. Babu Rao, Convenor, Capital Region Coordination Committee, CPI(M), 

Vijayawada; Sri Cheekati Srinivasa Rao, Member, District Organising Committee, 

Prakasam Dist. have stated that power shall not be purchased from the unapproved 

sources in view of power surplus scenario. 

Sri Kandregula Venkata Ramana, President, Consumer organizations Federation, 

Viakhapatnam has stated that it is not fair to purchase at high tariffs when there is a 

surplus of 12013 MU.  

Sri M. Nageswara Rao, Chairman, Confederation of AP Consumers Organization, 

Ongole has stated that it is not justifiable to purchase power from market having 

12000 MU surplus power. 

Discoms Response: The rate of `4.08/kWh is the ceiling price approved by APERC 

for the purchases from Power Exchanges/DEEP e-bidding portal of GOI for the 

FY2017-18. The said rate of `4.08/kWh is only indicative figure. The actual rates will 

be discovered through Power Exchanges/DEEP e-bidding portal and these rates are 

competitive in nature. Depending on the market situations, the discovered price may 

be less than `4.08/kWh in which case the DISCOMS will be paying the lesser price. A 

price of `4.08/kWh was taken tentatively to estimate the cost of short term purchases. 

Estimates do vary over the course of the year. Matter is in the purview of the APERC. 

Commission’s view: The distribution licensees shall ensure any inevitable 

requirement for short term purchase of power from sources other than approved 

in the merit order despatch should be met only after ensuring the price to be the 

lowest available among all possible sources at that particular time, on which 

verifiable information should be placed before the Commission expeditiously 

from time to time at least once in a month to enable a regular check. 

HNPCL is not considered without any reason 

81 Sri M. Venugopala Rao, Senior Journalist & Convener, Centre for Power Studies, 

Hyderabad;  Sri B. Tulasi Das, Vijayawada; Sri Ch. Narasinga Rao, State Secretariat 

Member,CPI(M), Visakhapatnam; Sri Penumalli Madhu, State Secretary CPI (M), 

Vijayawada; Sri Kandharapu Murali,CPI(M ) State Committee Member, Tirupati have 
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4 

stated that the Discoms have not considered availability of power from HNPCL  

(1040 MW) for FY2018-19 without giving any reasons and despite the fact that 

APERC has reserved the petitions for determination of capital cost and tariff and 

consideration of PPA for orders. If the Discoms have to purchase power from 

HNPCL, they will get 6778.52 MU with a PLF of 80%.  

Sri M. Thimma Reddy, Convenor, People’s Monitoring Group on Electricity 

Regulation (PMGER), Hyderabad has stated that the APDISCOMs did not include 

HNPCL (1040 MW) under the list of plants available during the FY2018-19. The 

Commission had included this plant in the tariff order for the FY2017-18 among the 

plants to be scheduled and 1,130 MU were expected to be drawn from this plant. This 

plant is also included in the revised load forecast and resource plans submitted by 

APDISCOMs to the Commission for third and fourth control periods. The 

Commission has reserved the petitions for determination of capital cost and tariff and 

consideration of PPA related to this plant for orders. APDISCOMs did not provide 

any reasons for not listing the plant under the capacity available to the State during 

2018-19. At 80% PLF about 7,200 MU of energy will be available from this plant. 

Sri G. Sreenivas, Senior Manager, Corporate Relations, Hinduja National Power 

Corporation Limited (HNPCL), Hyderabad and Sri Sridhar Prabhu, Advocate for 

HNPCL have stated that HNPCL has submitted data on Plant Availability, Energy 

Availability and tariff in the required format for ARR Projections vide its letters 

bearingNos.(i)HNPCL/VPP/APPCC/285/2017dt.19.09.2017;(ii)HNPCL/VPP/APPCC

/287/2017 dated 24.10.2017; (iii) HNPCL/ VPP / APPCC /315/2017 dated 02.11.2017 

and Lr.No. CE/Comml./SE/DE-IPP&BPP-III / D.No. 346 /17, dated 12.10.2017 and 

email dated 02.11.2017. The Energy Availability and tariff projections as submitted 

by AP Discoms are in deviation with the data submitted by HNPCL for ARR 

Projections for FY2018-19. Though HNPCL's availability is 100%, the AP Discoms 

have not planned power procurement for FY 2018-19 from HNPCL. Exclusion of 

HNPCL from the list of available generators, surprisingly data or reasons having not 

been given for such unilateral exclusion, is strongly objected. The allocation to the 

generating station shall be based on the Merit Order i.e. Variable charges and HNPCL 

is competitive in terms of the variable cost and the procurement of power from the 

Generating stations should be done based on the Merit Order system as laid down by 

the Commission. Commission in the interest of justice may seek cogent reasons from 
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AP Discoms for not considering HNPCL in the proposed scheduling for FY2018-19 

and thus the proposals of AP Discoms are bound to be subjected to scrutiny. As a 

developer who has encumbered its 100% capacity to State of Andhra Pradesh, it is 

unjust to eliminate HNPCL from the proposed power purchase in FY2018-19. In the 

order for ARR for FY2017-18, the Commission has noted the confirmation of AP 

Discoms that both the units of HNPCL plant will be available at normative 

availability. The sudden departure from this position is unexplained. The Commission 

has in its FY2017-18 order reiterated that the Merit Order Despatch System will be 

determined only on the basis of variable cost. The indicative power costs in the filing 

of AP Discoms indicate a cost in the range of `3.68/- to `4.08/- from various sources. 

In the light of the above, the Discoms are bound to produce data before the 

Commission to establish the method of selection of short listing the proposed 

developers. With its sustained availability and competitiveness vis-a-vis other 

developers, HNPCL certainly deserves to be considered for power off-take for 

FY2018-19 to the extent of its full normative availability. Discoms are also planning 

procurement of power on short term basis indicated at a high rate. The same may be 

avoided and power from Long Term PPA power plants such as HNPCL may be 

scheduled. The Commission is requested to revise the Plant Availability, Energy 

Availability, fixed cost and variable costs of HNPCL Power Station in the Annual 

Revenue Requirement (ARR) for the Retail Supply Business for FY2018-19 to make 

it consistent with the tariff as projected by HNPCL vide its letter dated 02.11.2017 

and consider inclusion of HNPCL in list of developers for FY2018-19 in the interest 

of justice. 

Discoms Response: APDISCOMS decided to withdraw the HNPCL PPA submitted 

before APERC. Hence, availability from HNPCL was not projected. 

Commission’s View: The Commission passed orders on 31.01.2018 dismissing O.P. 

19 of 2016 for approval of the power purchase agreement as withdrawn and closing 

O.P.21 of 2015 for determination and fixation of tariff, with appropriate liberty to  

M/s Hinduja National Power Corporation Ltd., to pursue all remedies available to it 

under law for fixation and payment of a reasonable price for electricity supplied by it 

to both the distribution companies of Andhra Pradesh. The said order is the subject 

matter of Appeal No.41 of 2018 on the file of Hon'ble Appellate Tribunal for 

Electricity and the matter is subjudice. Hence, as a matter of judicial propriety and 
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discipline, no opinion is expressed on the issue.   

The Hon’ble Appellate Tribunal for Electricity was pleased to order in I.A.No. 211 of 

2018 in Appeal No. 41 of 2018 on 16.03.2018 that “having regard to the peculiar facts and 

circumstances of the case, it would be appropriate to direct status quo as prevalent 

before 31.01.2018 be maintained, without  prejudice to the rights and contentions of 

the parties in the main Appeal and further that the Appellant shall not be entitled to 

claim any vested right or otherwise base any arguments on the basis that the power 

has been scheduled on adhoc basis by Respondents 2 and 3 at the provisional rate of   

` 3.82/kWh during the pendency of the Appeal. The respondents 2 and 3 can proceed 

to decide on the Merit Order Despatch on the above quantum of power. In the Appeal 

proceedings, it shall be open to this Tribunal to adjust the equity between the parties 

while deciding finally the Appeal on merits. The arrangement of status quo prior to 

31.01.2018 is an arrangement without prejudice to the rights and contentions of the 

parties until further Orders. 

The Hinduja National Power Corporation Limited, in addition to their objections filed 

on 12.01.2018, filed an additional Affidavit on 19.03.2018 before this Commission 

stating about their submission during public hearing and through their objections to 

include it in the ARR of FY2018-19 allocation based on normative availability and 

the subsequent orders of the Hon’ble APTEL in I.A. 211 of 2018 extracted above. The 

HNPCL, while narrating the background stated that the distribution licensees may be 

directed to consider scheduling of power from it pursuant to the orders of the Hon’ble 

APTEL. It also requested that the order of this Commission dated 03.03.2018 on 

pooled power purchase cost for FY2017-18 also be amended recognizing HNPCL as a 

long-term power producer. Hence, HNPCL requested for inclusion in the Resource 

Plan for FY2018-2024 for FY2018-19 and for a direction to the distribution licensees 

for scheduling of power from HNPCL for power procurement for FY2018-19 as per 

the order dated 16.03.2018 of Hon’ble APTEL. 

The advocate for the respondents (2) and (3) filed a Memo before this Commission on 

21.03.2018 to consider their petition dated 21.03.2018 filed in Appeal No. 41 of 2018 

before the Hon’ble APTEL for stay of execution of its order dated 16.03.2018 for a 

period of 45 days. 
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The interlocutory application in Appeal No. 41 of 2018 by the two distribution 

licensees mentioned that they intend to file an Appeal against the status quo order 

dated 16.03.2018 and the despatch in respect of HNPCL permitted by APERC in the 

Retail Supply Tariff Order for FY2017-18  was exhausted as on 31.01.2018 and no 

more power can be or is procured from HNPCL after 31.01.2018 by the two 

distribution licensees (respondents 2 and 3). As an appeal is intended to be filed, the 

respondents 2 and 3 requested the Hon’ble APTEL to grant stay of execution / 

enforcement of the order dated 16.03.2018 under Order 41 Rule 5 (2) of the Code of 

Civil Procedure, 1908 for a period of 45 days and grant any other Order including an 

Order to maintain status quo as on 16.03.2018. The respondents 2 and 3 undertook to 

abide by the final orders that may be passed. 

The situation existing as on today is therefore that the Order dated 16.03.2018 of the 

Hon’ble Appellate Tribunal continues to be operative and in force and an application 

for interim stay of the said order is pending before the Hon’ble APTEL. No appeal 

before the Hon’ble Supreme Court and no Writ Petition before the Hon’ble High 

Court appear to have been filed so far and no Order interim or final on the request for 

stay is claimed to have been passed by the Hon’ble APTEL or any other forum so far. 

As mere filing of an application for interim stay or mere intention to file an appeal do 

not operate as stay on the interim Order in question, the same has to be given effect to 

by this Commission.  

Though the Hon’ble Appellate Tribunal directed status quo as prevalent before 

31.01.2018 to be maintained, giving effect to the direction to the respondents 2 and 3, 

the distribution licensees to schedule the power at the provisional rate of `3.82/kWh is 

further subject to the respondents 2 and 3 proceeding to decide on the merit order 

dispatch on the above quantum of power. The Order of the Hon’ble Appellate 

Tribunal also stated that `3.82/kWh provisionally determined by the State 

Commission is a total tariff comprising both the fixed charges and variable charges 

and if the total tariff is split into two, the power project of HNPCL may come well 

within the merit order. The respondents 2 and 3 are also contending before the 

Hon’ble APTEL in their interim stay application that they are not procuring any 

power from HNPCL subsequent to 31.01.2018 which may not have any impact on the 

interim direction dated 16.03.2018 about the status quo being that prevalent before 

31.01.2018.  
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However, as respondents 2 and 3 can proceed to decide on the merit order despatch on 

the quantum of power to be procured from HNPCL, they shall forthwith communicate 

their decision to this Commission in compliance with the Order of the Hon’ble 

APTEL dated 16.03.2018. On receipt of such communication, which is a precondition 

for this Commission to faithfully give effect to the interim Order dated 16.03.2018, 

this Commission will include HNPCL for scheduling power from it in the power 

procurement for FY2018-19 as per merit order dispatch, through an appropriate 

amendment to this Order on Tariff for Retail Sale of Electricity during FY2018-19, 

subject to any further or final Orders that may be passed by the Hon’ble APTEL or in 

any appeal or writ petition against the Orders of the Hon’ble APTEL. 

Purchases from LANCO and SPECTRUM should not be permitted 

82 Sri M. Venugopala Rao, Senior Journalist & Convener, Centre for Power Studies, 

Hyderabad;  Sri B. Tulasi Das, Vijayawada; Sri Ch. Narasinga Rao, State Secretariat 

Member, CPI(M), Visakhapatnam; Sri Penumalli Madhu, State Secretary CPI (M), 

Vijayawada; Sri Kandharapu Murali, CPI(M) State Committee Member, Tirupati have 

stated that in its order dated 29.11.2017, in I.A.No.8 of 2017 in O.P.Nos.28 & 29 of 

2016, the Commission has permitted the Discoms to procure power from Lanco 

Kondapalli Power Pvt. Ltd., Spectrum Power Generation Ltd. and Godavari Gas 

Power Plant on short-term basis during FY2017-18.  However, the Discoms have 

projected a procurement of 2711.13 MU from these IPPs for the year 2018-19.  In 

view of the likely availability of substantial surplus power during FY2018-19, as 

explained above, it is requested not to consider and permit procurement of power from 

Lanco and Spectrum as projected by the Discoms. 

Sri M. Thimma Reddy, Convenor, People’s Monitoring Group on Electricity 

Regulation (PMGER), Hyderabad has stated that Power is proposed to be procured 

from gas-based plants of Lanco and Spectrum. These plants shall not be allowed to 

use any alternate fuel like naphtha. 

Sri B.N. Prabhakar, President, Society for Water, Power & Natural resources 

conservation Awareness and Monitoring (SWAPNAM), Certified Energy Manager & 

Auditor, Vijayawada has stated that the power from Reliance project is not considered 

for the reason that the PPA is getting expired on 23.12.2017 whereas, the power from 

Lanco and Spectrum is considered though their PPAs expired earlier. This needs a 

justification by AP Discoms, particularly in view of the instructions of APERC not to 
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enter into PPA with any IPPs for any form of energy sources (while disposing the 

petition on 41 Nos. of wind PPAs). 

Sri O.L. Kantha Rao, Secretary; Sri R. Sivakumar, A.P. Spinning Mills 

Association,Guntur have stated that the Discoms have considered power purchase 

from Gas based stations (Godavari Gas, Spectrum, Lanco, Kondapalli), during  

2018-19 citing reference of the order dated 29-112017 of APERC, wherein the 

APERC allowed power purchase confined only to the short term purchasers for 

FY2017-18 and no other issue or matter, thus, the claim of the petitioners in this 

respect appears to be a clear violation of the observations of the APERC. 

Sri Ch. Babu Rao, Convenor, Capital Region Coordination Committee, Vijayawada; 

Sri Cheekati Srinivasa Rao, Member, District Organising Committee, Prakasam Dist., 

CPI(M), have stated that the licensees shall not purchase from the power plants whose 

PPAs have expired and new agreements shall be entered. 

Discoms Response: Gas power stations are essential in the energy portfolio of 

APDISCOMs as they are (i) clean energy, (ii) cheap compared to any other 

conventional sources (iii) cheap compared to other renewable sources like solar and 

wind on RTC basis (iv) very much essential to cater to the sudden surges in the solar 

and wind generation because of their quick response time. If power from these 

stations is not procured, the gas gets diverted to APGPCL because of which 

APDISCOMs are losing revenue from its industrial consumers. Because of these 

advantages, APDISCOMs have requested GoAP for their approval to renew the PPA 

with IPP M/s Spectrum Power Generation Limited (SPGL) for further period of 15 

years. Accordingly, APDISCOMs have projected for procurement of power for 

FY2018-19 from M/s SPGL.In case of Lanco permission for renewal of PPA is 

already given by GoAP and the draft PPA is submitted before APERC. Anticipating 

consent from the Commission for renewal of the PPA APDISCOMs has projected for 

procurement for power from Lanco for the FY2018-19. While projecting the power 

purchases from old IPPs, Lanco, GVK and Spectrum, the order dt.29.11.2017 was 

mentioned incidentally. The projections are not based on the above order which will 

be evident if the ARR is read carefully. 

Commission’s view: As the proposals for consent to the Power Purchase Agreements 

with LANCO and SPECTRUM are said to be pending consideration of the 
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Commission and the State Government respectively, no opinion on that aspect can be 

expressed herein and the factors stated by the DISCOMs about the economic and 

physical advantages in procuring power from these generators are kept in view in 

considering the issue. 

If new Gas based power projects are considered surplus will be much more 

83 Sri M. Venugopala Rao, Senior Journalist & Convener, Centre for Power Studies, 

Hyderabad;  Sri B. Tulasi Das, Vijayawada; Sri Ch. Narasinga Rao,State Secretariat 

Member,CPI(M), Visakhapatnam; Sri Penumalli Madhu, State Secretary CPI (M), 

Vijayawada; Sri Kandharapu Murali, CPI(M) State Committee Member, Tirupati have 

stated that the Discoms have not considered availability of power from new gas based 

power projects of Vemagiri, Konaseema, GVK extension and Goutami, with a total 

capacity of 1499 MW, on the ground that natural gas would not be available to them. 

If these plants generate and supply power with a PLF of 80%, AP Discoms will get 

4835.52 MU as their share. 

Discoms Response: The gas supplies to new gas-based power projects namely 

Vemagiri, Konaseema, GVK extension and Gautami became zero from 01.03.2013 

onwards. In the earlier ARRs also APDISCOMs have considered Zero availability 

from said projects as there are no gas supplies to the said projects from 01.03.2013 

onwards. Till date the situation remains the same. Further, there is no official 

communication from MoP, GoI on augmentation of natural gas supplies to said 

projects. Hence APDISCOMs have considered zero availability in the ARR for the 

FY2018-19. 

Commission’s View: If Vemagiri, Konaseema, GVK extension and Gouthami gas 

based power projects can supply power of a quantity of 4835.52 MU with a PLF 

of 80% provided natural gas is available and if there is availability / 

augmentation of natural gas supplies to them during FY2018-19, the distribution 

licensees shall take appropriate permissible steps immediately for procuring 

cheaper power as per merit order despatch for the benefit of the consumers by 

reduction of power purchase cost. 

Schedule power from GMR Vemagiri Power Generation Ltd. 

84 M/s GMR Vemagiri Power Generation Ltd. (GVPGL), Peddapuram, East Godavari 

(Dist.) have stated that DISCOMs shall consider scheduling of power from GVPGL 
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under the PPA with Natural Gas and revise their ARR projections on power 

availability accordingly. Even though natural gas supply from RIL-KG Basin fields 

was stopped from 01.03.2013, ONGC has started production of Natural Gas from 

K.G. Basin and offered to supply the same to GVPGL from 08.10.2016. The 

statement of DISCOMs that any natural gas from K.G. Basin shall be considered only 

if the same is allocated by MoPNG to the IPPs is wrong. It may be noted that GOI, 

vide Notification No. O-22013/27/2012-ONG-D-V (VOL-II) dated 21.03.2016 

notified the marketing including pricing freedom to producers for the Gas to be 

produced from discoveries in deep water, ultra-deep water and high pressure & high 

temperature areas. Further, MOPNG, vide its letter dated 12.05.2017 to GVPGL, also 

clarified that no allocation of Gas from the fields of ONGC (S-1 & VA) is warranted 

in line with GOI Notification dated 21.03.2016. The price of Natural Gas from 

domestic discoveries is being regulated by GOI in accordance to the formula notified 

vide notification no.0-22013 /27 /2012-ONG-D-V (VOL-II) dated 21.03.2016.  

As per PPA, there is no restriction on cost of gas or on source of gas. The PPA 

stipulates that the cost of Gas is pass through and accordingly to be borne by 

DISCOMs. When the gas is sourced from other than KG D6 then cost of gas notified 

by GAIL shall be the bench mark price for reimbursing cost of gas.  

As such, GVPGL is declaring plant availability to AP&TS DISCOMs from 

28.05.2017 with Natural Gas from ONGC to be supplied by GAIL. The said 

declaration is in accordance with and in compliance with the terms of existing PPA. 

Accordingly, invoices are being submitted to AP&TS DISCOMS claiming fixed 

charges under the provisions of PPA. Therefore, the Commission shall take note of 

the above when ARR is finalized. 

Back Ground: 

GVPGL PPA provisions: PPA provision Article 1.1.27- Fuel means Natural Gas only. 

Article 3.3, Case-1 of PPA, "C" is the cost of fuel delivered at metering point is 

inclusive of cost of Gas and transportation charges, and other taxes as per the invoices 

given by the GAIL. Per PPA terms it is the responsibility of Generator to source the 

Natural Gas. 

Natural Gas availability in the FY2018-19: As per the indications from ONGC and 

GAIL, Natural Gas supplies will increase up to 5.45 MMSCMD from April 2018. 
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Impact on DISCOMs if they don't consider the Natural Gas availability in ARR: 

DISCOMs would be obligated to pay Capacity Charges (fixed Charges) to GVPGL 

under the provisions of PPA without availing power. 

Discoms Response: The natural gas supplies from RIL KG-D6 fields to M/s GVPGL 

become zero from 01.03.2013 onwards.  As seen from the history of the Gas projects, 

the gas allocations were made by MoP&NG based on the recommendations of the 

State Govt. Accordingly in 2000, MoP&NG allocated 1.64 MMSCMD of natural gas 

to M/s GVPGL. The latest natural gas allocations from RIL KG D-6 fields were also 

made by MoP&NG in 2009 at the rate approved by EGOM, which is affordable to 

APDISCOMs.Further, MoP&NG, GoI have revised the price of Domestic Natural gas 

based on New Domestic Natural Gas Pricing Guidelines, 2014. The price is revised 

half yearly.As per the above guidelines, the MoP&NG sets a ceiling price for gas 

produced from the deepwater fields and operators have pricing and marketing 

freedom subject to that price ceiling.Further, the ceiling price is calculated based on 

the landed price of alternative fuels and the pricing is arrived based on lowest of the 

(i) landed price of imported fuel oil (ii) Weighted average import landed price of 

substitute fuels and (iii) landed price of imported LNG. The ceiling price for the 

period from 01.10.2017 to 31.03.2018 is US$6.30/MMBTU on GCV basis with this 

the variable cost arrived is around `4.09 per unit and total cost per unit to 

APDISCOMs is `5.18 per unit.Further, APERC vide its Tariff order 2017-18 

considered ceiling price of `4.08 per unit for purchases from Power Exchanges/DEEP 

e-Bidding portal of GOI.In view of the above, because of the high cost factor, which 

is paramount consideration in the public interest, to avoid unjustified burden on the 

end consumers, the APDISCOMs decided not to permit the company to generate 

power and supply to DISCOMs with Natural Gas sourced from Deep water fields, 

which is a premium priced gas having much higher price of 6.30 US$/ MMBTU, 

whereas the domestic natural gas price is 2.89US$/MMBTU for the period from 

01.10.2017 to 31.03.2018. As such APDISCOMs have rejected their availability and 

also not considered the availability from M/s GVPGL in the ARRs for FY2018-19 

with gas supplies from deep water fields. 

Commission’s View: If the high cost factor was the reason for the DISCOMs not to 

permit generation and supply of power from M/s GMR VPGL and if the legal rights 

and obligations of the parties permit the same, such refusal may not be open to 
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interference. Otherwise the response of the Commission in para No.83 shall hold 

good. This tentative view is without prejudice to the rights of the parties to invoke the 

adjudicatory jurisdiction of the Commission on any of the questions in controversy 

between them on the subject matter if they are otherwise entitled to invoke such 

jurisdiction.   

Availability and PoC charges of M/s KSK Mahanadi  

85 M/s KSK Mahanadi Power Company Ltd. represented by Sri A. Srikanth during the 

public hearings and again through a letter dated 20.03.2018, have stated the following: 

i) Since the purchase of power from KSK Mahanadi is already approved by 

APERC vide order dated 19/08/2015 (in O.P. No.03 of 2015) under the 

Agreement dated 19.12.2017 at normative availability, Discoms should 

consider normative availability as furnished for purchase of energy from KSM 

Mahanadi at tariff agreed as per PPA.  

Discoms Response: Though M/s KSK Mahanadi has projected the normative 

availability of 2978.4 MU as per the PPA, APDISCOMs have considered the 

net energy availability of 2500 MU only for FY2018-19 based on the past 

performance during the FY2017-18. It may be noted that the cumulative 

availability was only 68.68% till Dec-2017. Further, if the projections are not 

accurate, it will result in shortage of actual energy. If APDISCOMs resort to 

purchases from open market to bridge the gap, the limit set by APERC on 

quantum of short term purchases from market will be exceeded. Hence, the net 

availability has been projected at around 72% only. 

Commission's View: The response of the DISCOMs is noted. 

ii) Since AP Discoms are aware that the PoC charges as per CERC Regulations 

are variable from time to time, it is requested to seek approval from the 

Commission for payment at actual based on prevalent PoC slab rates as will be 

decided by CERC from time to time during the FY 2018-19. 

Discoms Response: APDISCOMs projected the PGCIL and ULDC charges 

after considering 5% escalation over the previous year charges to take care of 

expected increase in charges. However, as suggested, APDISCOMs request 

the Commission for payment of PGCIL (POC) & ULDC charges on actual 

basis as notified by CERC from time to time for FY 2018-19. 
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Commission's View: The request of the DISCOMs is accepted. 

Proposed new wind projects shall not be considered 

86 Sri M. Thimma Reddy, Convenor, People’s Monitoring Group on Electricity 

Regulation (PMGER), Hyderabad has stated that wind power generators in the State 

are being paid generation-based incentive (GBI) of `0.50 per unit. APERC had set the 

generation tariff for wind units on cost plus basis. Given this fact GBI shall be used to 

bring down the cost of this power for Licensees / consumers in the State. Generators 

are pocketing this incentive without any basis. This will help to bring down cost of 

wind power in the State. In the petition before the Commission in limiting the control 

period of the Regulation No.1 of 2015 up to 31.3.2017 APDISCOMs did not envisage 

any capacity addition after that date based on this Regulation. It implies that no new 

wind power plant would be allowed at the old rate of `4.76 per Unit. New capacity 

additions under this category are expected to be allowed under tariff realized through 

competitive bidding. In the initial bidding for wind power at the national level the 

price realized was `3.46 per unit. During later biddings this has come down to below 

`3 per unit. In spite of their own petition to limit the control period of the applicable 

Regulation APDISCOMs in the current ARR filings included 917.7 MW of Axis 

ventures and 8 MW of ZR Green Energy under upcoming projects. The PPAs with 

these units are yet to receive consent of the Commission. These units shall not be 

allowed under the old rates based on cost plus principle. They shall be allowed only if 

they agree for latest price realized under competitive bidding. As already RPPO 

targets are met there is no need to access any more power under RE category at higher 

rates. 

Discoms Response: Commission issued Wind Tariff orders from time to time as per 

the APERC Regulation 01 of 2015. APPCC vide letter dtd. 30.10.2015, requested the   

Commission for certain amendments to the APERC regulations 1 of 2015, besides 

amendment of tariff order dated 01.08.2015 in respect of FY2015-16. In reply, vide 

letter dtd. 15.02.2016 it was informed that “the amendments sought for in regulation 

01 of 2015 have been noted in the Commission and as the said regulation was notified 

only on 31st July 2015, its efficacy or otherwise needs to be observed for a reasonably 

sufficient period of time and thereafter the Commission may take necessary action as 

deemed fit”. Later, APDISCOMs once again addressed to APERC vide letter dated 

10.12.2016 for review of the tariff taking into account the incentive (GBI) offered by 
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Central Government. Thereafter, APDISCOMs also filed O.P.No.01 of 2017 for 

factoring GBI in the Wind Tariff Order dated 01.08.2015 and 26.03.2016. Meanwhile 

pending disposal of petition in O.P.No.1 of 2017, APDISCOMs have been deducting 

GBI of `0.50/Unit from the energy bills of wind power developers. Also, the payment 

of tariff is restricted to CUF of 23.5% as envisaged in the APERC regulation 01 of 

2015. Commission has issued order dated 13.12.2017 in respect of 41PPAs entered by 

APSPDCL with the Wind Developers, as regulated to be having consent and taken on 

record. Further, APDISCOMs filed O.P.No.05 of 2017 seeking curtailment of control 

period of APERC Regulation 01 of 2015 upto 31.03.2017 and to determine the tariff 

for FY2017-18 considering the prevailing market conditions and CERC 2017 RE 

tariff Regulations. This petition was taken up for hearing on 06.01.2018 and the 

matter is reserved for orders. Commission has issued Wind tariff order for FY2017-18 

determining tariff of `4.76/unit without AD benefit and `4.35/unit with AD benefit 

duly mentioning that this order is subject to any further or final orders that may be 

passed by it in accordance with law in O.P.No.5 of 2017 and O.P.No.1 of 2017.As per 

the APERC tariff order dated 30.03.2017, APDISCOMs have considered tariff of 

`4.76 /unit for the wind projects those have entered PPAs after 01.04.2017. This 

Tariff is subject to outcome of O.P.No.01 and O.P.No.05 of 2017. 

With regard to PPAs of M/s Axis Energy Ventures Limited of capacity 585.9MW, 

adhoc tariff of `4.76/unit is considered purely for ARR projections only. However, 

based on the GoAP directions, APSPDCL would request the Commission to 

determine Projects specific Tariff after taking into consideration of the prevailing 

competitive bidding tariffs realized for wind power projects in the country. 

Commission's View: The Generation Based Incentive and the operation of 

Regulation 1 of 2015 are subject to the orders on merits in O.P.s 1 and 5 of 2017. In 

respect of Axis Ventures and Green Energy, the DISCOMS themselves have clarified 

that the reference to Power Purchase Agreements and adhoc tariffs in the ARRs was 

only for purposes of ARR projections but will be subject to the determination of 

project specific tariffs by the Commission on their request.  

Limit the power purchases from Wind & Solar power plants. 

87 Sri Jalagam Kumara Swamy, Vijayawada; Sri Yallapu Surya Narayana, Chinnampeta, 

E.G.Dist.; Sri Rasamsetty Raja, Prattipadu, E.G.Dist.; Sri Donga Nageswara Rao, 

Ambajipeta, E.G.Dist.; Sri Adabala Rajamohan, Ambajipeta, E.G. Dist.; Sri Muthyala 
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Jamil, Ambajipeta, E.G. Dist.; Sri Kavuluri PathiRaju, Kethavaram, W.G.Dist.; Sri 

Mandapati Vidyadhara Reddy, Chatrayi, Krishna Dist.; Sri Medasani VijayaBhasker, 

Thatigadapa, Krishna Dist.; Sri Bheemavarapu Bramhananda Reddy, 

Gudibandivaaripalem, Guntur Dist.; Sri Vanga Sambi Reddy, Gudibandivaaripalem, 

Guntur Dist.; Sri Aavuya Venkateshwar Reddy, Kollipara, Guntur Dist.;   

Sri Godagattu Sreerambabu, Paluru,  Prakasam Dist.; Sri Addagadda Satish Kumar, 

Nagulapalem, Prakasam Dist.; Sri Katuri Harikishorekumar Reddy, Paturu, Nellore 

Dist.; Sri Polireddy Rammohan Reddy, Buchireddypalem, Nellore Dist.;  

Sri Vemireddy Hanuma Reddy, Chemudugunta, Nellore Dist.; Sri Kukati Sunil 

Kumar Reddy,Manegunta, Nellore Dist.; Sri Inamadugu Venkata Ramanareddy, 

Vavveru, Nellore Dist.; Sri Seernam Venugopalreddy, Chatrai,Nellore Dist.;  

Sri Chemikala Madhavareddy, Proddutur, Kadapa Dist.; Sri N. Janardhana Reddy, 

Y.M.Palli, Kadapa Dist.; Sri B.Obul Reddy, Paatha Giriyapalli, Kadapa Dist.;  

Sri A. Gangireddy, Pagadalapalli, Kadapa Dist. representing Bharatiya Kisan Sangh 

(BKS) and others have stated that power purchases from wind and solar power plants 

shall be limited to 11 percent of Discom sales. 

Discoms Response: 

SPDCL: It is proposed 39566.29 MU sales in FY2018-19. Power purchase from Wind 

plants is 5132.90 MU (12.97%) and from Solar plants is 2467.80 MU (6.24%).  

19 percent renewable power purchase is being done in line with Govt. policies to 

protect the environment. 

EPDCL: 11 percent of power purchase of Discom sales from Wind &Solar plants is 

decided as per the Regulation no. 01 of 2017 of APERC. 20 percent renewable power 

purchase is being done in line with Govt. policies to protect the environment. 

Commission's View: Any limitations on power purchases with reference to the fuel 

or method of generation of power may not be legally permissible. 

88 Sri M. Venugopala Rao, Senior Journalist & Convener, Centre for Power Studies, 

Hyderabad; Sri B. Tulasi Das, Vijayawada; Sri Ch. Narasinga Rao, State Secretariat 

Member, CPI(M), Visakhapatnam; Sri Penumalli Madhu, State Secretary CPI (M), 

Vijayawada; Sri Kandharapu Murali, CPI (M) State Committee Member, Tirupati and 

others, as mentioned at the respective issue, have stated that 
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Generic Tariff of wind is high 

(i) The manufacturers of wind turbines and generators of wind power projects, 

through their associations, had managed the powers-that-be in the past and got 

two G.O.s issued by the GoAP, to enhance the generic tariff for wind power 

determined by the Commission by `0.50 per unit twice within a span of three 

months each.  And the then APERC had revised the generic tariffs 

accordingly, without any justification and unmindful of the components that 

had been taken into consideration while determining generic tariffs for wind 

power and ignoring the principles and regulations for determining tariffs! It 

had ignored even section 108 of Electricity Act under which the Commission 

has to direct the Government, when the latter issues a directive to it, to bear 

the financial burden that may arise as a result of implementing that directive. 

That is how systems are being managed, manipulated, perverted and 

subverted.  

Sri Kandregula Venkata Ramana, President, Consumer organizations 

Federation, Viakhapatnam has stated that wind tariff is higher than Karnataka 

and the same is to be reduced. 

Sri M. Nageswara Rao, Chairman, Confederation of AP Consumers 

Organization, Ongole has stated that wind tariff is high compared to Gujarat 

and Karnataka States. 

Discoms Response: APDISCOMs have followed the APERC Wind tariff 

orders and regulations issued from time to time. 

Commission’s view: The present Commission is not a privy to the events and 

is disabled from making any comment. However, the orders of the 

Government and the then Commission referred to the reasons for the actions. 

Need for competitive bidding in wind  

(ii) When a petition filed by AP Discoms, requesting the Commission to limit the  

control period of Regulation No.1 of 2015 up to 31.3.2017, instead of  

2019-20, relating to generic tariffs fixed for wind power to be purchased by 

them and to allow them to go in for competitive bidding is pending before 

APERC, the latter has issued an order suo motu on 30.3.2017, fixing generic 

tariffs of `4.76 per kWh without AD benefit and `4.35 per kWh with AD 
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benefit for wind power projects entering into power purchase agreements with 

AP Discoms on or after 1.4.2017.  In that order, the Commission has made it 

clear that this order is subject to any further or final orders that may be passed 

by it in accordance with law in O.P.No.5 of 2017 and O.P.No.1 of 2017 

(petitions relating to curtailing control period and factoring GBI in to tariffs) 

on its file and on the letters/communications received by the Commission and 

clubbed with the said O.P.s and any other orders that may be passed in any 

matter incidental or ancillary thereto. However, the urgency, as well as 

purpose, in issuing the said order suo motu, without even holding any hearing 

or public hearing, is left unexplained.  It was pointed out that “till orders are 

issued by the Commission in the subject petition (O.P.No.5 of 2017), the said 

order (dated 31.3.2017) issued by it suo motu would only provide time to the 

developers of wind power projects to manage the powers-that-be to force the 

Discoms to enter into long-term PPAs with them to purchase wind power at 

the generic tariffs fixed by the Commission at the cost of consumers of 

power.” No wonder, the Discoms, in their ARR submissions, have pointed out 

that “the tariff has been considered as `4.76/Unit as determined by APERC 

vide orders dated 30.03.2017 subject to outcome of the petitions O.P.No.01 of 

2017 and O.P.N.05 of 2017 in respect of M/s Axis Energy Ventures projects 

585.9 MW capacity subject to determination of specific tariff by APERC as 

per the GoAP directions.” This higher tariff is considered by the Discoms for 

Axis Energy Ventures projects with 176.4 MW and ZR Green Energy project 

of 8 MW also. This approach of APERC is in glaring contrast to the pro-

consumer initiatives taken suo motu by SERCs of Gujarat and Karnataka, 

restraining their Discoms not to enter into PPAs with wind power developers 

to buy power at a tariff higher than `3.46 and `3.61 per kWh, respectively, and 

emphasizing on the need for following competitive bidding. 

Sri Ch. Babu Rao, Convenor, Capital Region Coordination Committee, 

Vijayawada; Sri Cheekati Srinivasa Rao, Member, District Organising 

Committee, Prakasam Dist., CPI(M), have stated that all power purchases shall 

be through transparent competitive bidding. 

Discoms Response: Commission has issued Wind tariff order for FY2017-18 

determining tariff of `4.76/unit without AD benefit and `4.35/unit with AD 
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benefit duly mentioning that this order is subject to any further or final orders 

that may be passed by it in accordance with law in O.P.No.5 of 2017 and 

O.P.No.1 of 2017. As per the APERC tariff order dated 30.03.2017, 

APDISCOMs have considered tariff of `4.76 /unit for the wind projects those 

have entered PPAs after 01.04.2017. This Tariff is subject to outcome of 

O.P.No.01 and O.P.No.05 of 2017.With regard to PPAs of M/s Axis Energy 

Ventures Limited of capacity 585.9 MW, adhoc tariff of `4.76/unit is 

considered purely for ARR projections only. However, based on the GoAP 

directions, APSPDCL would request the Commission to determine Project 

specific Tariff after taking into consideration of the prevailing competitive 

bidding tariffs realized for wind power projects in the country. 

Commission’s view: The Commission is bound by Regulation 1 of 2015 to 

issue the generic tariff order suo motu on 31.03.2017 for FY2017-18 and why 

a public hearing is unnecessary has already been stated. The information to 

this Commission is that the Karnataka State Electricity Regulatory 

Commission had to go back to the original tariff under its Regulation on 

directions under Section 108 from their State Government. The need for 

following competitive bidding in future will be definitely considered on 

merits. 

Grid stability problems with WIND power 

(iii)  Wind energy units, especially, create problems for grid maintenance, with 

scope for unexpected wild fluctuations in generation. 

Discoms Response: APSLDC is taking all possible measures in order to 

maintain the grid system stability particularly during wind generation. 

Commission’s view: The APSLDC shall continue to take all possible 

measures to maintain the Grid stability. 

Long-term PPAs with High Tariffs 

(iv) Instead of going in a cautious and gradual manner to purchase NCE through 

real and transparent competitive bidding periodically to get the benefit of 

falling tariffs, the Governments have forced, and are forcing, the Discoms  to 

enter into long-term PPAs at higher tariffs to purchase NCE, with adverse 

consequences to the Discoms and their consumers, which confirms their 

anxiety to do undue favours to generators and manufacturers, even with 
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manipulative and extraneous considerations, and in the process the powers-

that-be  are encouraging themselves. 

Discoms Response: DISCOMs are procuring the solar power through 

competitive bidding route in a phased manner to get the benefits of falling 

tariffs. In case of Wind Power MNRE recently on 08.12.2017 issued 

guidelines for Intra State procurement of Wind power through competitive 

biddings.  

Commission’s view: There cannot be any comment on this perception without 

adequate data and information. 

Solar Power is costly 

(v) AP Discoms entered into a long-term PPA with NTPC, following an 

understanding between the GoI and GoAP, for purchasing 250 MW of solar 

power @ `6.16 per unit under stage-I of NP Kunta Ultra Mega Solar Power 

Project in Anantapur district. APERC took the initiative as a result of which 

NTPC agreed to reduce the tariff to `5.96 per kWh. While giving its consent to 

the PPA in 2016, the Commission ignored the fact that solar power at such 

exorbitant tariff is unwarranted, especially in view of the fact that it has 

determined, in its tariff order for FY2016-17, that an unwarranted surplus of 

10472 MU was available for AP Discoms to be sold in market at `4.29 per 

unit, that the Discoms already far exceeded the obligation of purchasing a 

minimum of 5% NCE under RPPO and the trend of falling tariffs for solar 

power being discovered through competitive bidding. It was agreed to 

evacuate power in a circuitous manner, starting from 33 kV to 400 kV, 

covering in between 220 kV, and then step down it from 400 kV to 220 kV 

and to 33 kV, utilizing the networks of three utilities of AP Transco, A.P. 

Solar Power Corporation Limited and PGCIL, without any justification 

whatsoever. We submitted detailed analysis and suggestions on various issues 

involved, in our written submissions for almost fifteen times during the course 

of public hearings, wherein it was pointed out that such an irrational 

arrangement for evacuation of power would result in an abnormal burden of 

`3.905 per kWh towards wheeling charges, other charges and transmission 

losses.  As a result, the cost per unit to be borne by the Discoms increases to 

`9.865 per kWh. The Commission failed to take cognizance of such serious 
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manipulations and the kind of avoidable burdens running into a few thousand 

Crores of Rupees over a period of 25 years of the PPA that would befall on the 

consumers of power. As per ARR submissions for FY2018-19, the weighted 

average tariff for NVVNL bundled power – solar is `10.65 per kWh and for 

NTPC Ramagundam solar power `9.35 per kWh. Entering into such 

agreements and giving consents to the same for purchasing unwarranted power 

at such abnormal tariffs is detrimental to larger consumer interest and baffles 

elementary commonsense.  

Sri M. Thimma Reddy, Convenor, People’s Monitoring Group on Electricity 

Regulation (PMGER), Hyderabad has stated that in the background of falling 

solar power prices there is need to review PPAs that APDISCOMs have 

entered into in the past for procurement of solar power. In the past the 

Commission has consented to procure 250 MW of solar power from NVVNL 

at a cost of `5.96 per unit stage I of NP Kunta Ultra Mega Solar Power Project 

in Anantapur district. Combined with transmission cost of about `3.90 per unit 

its total cost comes to `9.86 per unit. Equally costly is solar power from 

NVVNL bundled power (`10.65 per unit) and NTPC Ramagundam solar 

power (`9.35 per unit). As these PPAs are long term, stretching to 25 years, it 

is important to review them given the long-term impact. 

Discoms Response:  APERC approved the tariff of `5.96/unit in respect of 

250 MW NTPC NP Kunta Solar Park after following due regulatory process. 

While regulating the price of 250 MW Solar Power at NP Kunta, Commission 

passed order dated 04.06.2016 in O.P.No.26 of 2015, duly considering the 

proposed bundling of 750 MW and mentioned as “In the event of proposed 

bundling of 750 MW Solar Power to be generated from stage-2 of this Project 

the effective Power purchase price of `4.20 Per Unit including for the 250 

MW proposed to be generated from stage-1 of this 250 MW Project. Recently 

GoAP vide letter dated 05.12.2017 has given permission to NTPC to proceed 

with the implementation of Solar PV Project incase Tariff discovered is less 

than the ceiling Tariff of `3.00 Per Unit. As such the effective Tariff of this 

Project is less than `3.74 Per Unit. The weighted average Tariff of NVVNL 

bundled Power (Solar & Thermal) is around `4.02 Per Unit and NTPC 

Ramagundam bundled Power is around `4.11 Per Unit. As such, with the 
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bundled scheme the effective tariff of Solar Power would be cheaper to 

APDISCOMs. 

Commission’s view: The claims about the failure of the Commission to take 

cognizance of the specified serious manipulations and avoidable burdens 

running to a few thousands of Crores of Rupees over 25 years and the 

Commission giving consent to purchasing unwarranted power at such 

abnormal tariffs are matters for others to judge. However, the response of the 

DISCOMs shows that the effective tariff of this project is less than `3.74 per 

unit and that the weighted average tariff of NVVNL bundled power (Solar and 

Thermal) is around `4.02 per unit and NTPC Ramagundam bundled power is 

around `4.11 per unit. If the effective tariff of solar power is thus cheaper as 

claimed by the DISCOMS, the objection stands answered. 

Early resolution of the issues requested 

(vi) APERC had issued tariff orders dated 1.8.2015 and 26.3.2016 determining 

generic tariffs for wind power suo motu. The consumers of power have been 

suffering silently, with generation-based incentive (GBI) of `0.50 per kWh not 

factored in to the tariffs determined by the Commission in the above two 

orders, depriving them of reduction in burden of higher generic tariffs and 

allowing the generators of wind power to pocket the same unduly. No public 

hearings were held before issuing those orders. During the public hearing on 

the petition of the Discoms seeking correction of its orders by factoring of GBI 

in to tariffs, the Chairman responded, observing that the Commission did not 

consider holding public hearing necessary then, as it was a matter of 

calculating tariffs based on applicable formula. When there was no need for 

holding public hearings for determining tariffs for wind power, there is no 

need for holding a public hearing on correcting an error or omission in the 

same calculation in not factoring GBI into those tariffs. Based on the letter 

written by the Discoms, pointing out the error or omission and seeking its 

correction, the Commission should have issued an order, amending the earlier 

orders, by factoring GBI in to the tariffs as per clause 20 of its Regulation 1 of 

2015. The Commission’s order is awaited, though hearing on this petition was 

completed earlier than the petitions of the Discoms relating to purchasing 

power from Lanco and Spectrum and 41 PPAs SPDCL had with wind power 
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generators the hearing on which was taken up and completed by the 

Commission. Similarly, though the petition relating to curtailing control period 

for wind power tariff (O.P.No.5) was filed much earlier, hearing is not taken 

up so far. These petitions are in consumer interest.  

Discoms Response: Commission issued Wind Tariff orders from time to time 

as per the APERC Regulation 1 of 2015. APTRANSCO vide letter 

dtd.30.10.2015, requested the Commission for certain amendments to the 

APERC regulations 1 of 2015, besides amendment of tariff order Dated 

01.08.2015 in respect of FY2015-16. In reply, vide letter dtd.15.02.2016 

informed that “the amendments sought for in regulation 01 of 2015 have been 

noted in the Commission and as the said regulation was notified only on 

31stJuly 2015, its efficacy or otherwise needs to be observed for a reasonably 

sufficient period of time and thereafter the Commission may take necessary 

action as deemed fit”. Later, APDISCOMs once again addressed to APERC 

vide letter dated 10.12.2016 for review of the tariff taking into account the 

incentive (GBI) offered by Central Government. Thereafter, APDISCOMs 

also filed O.P.No.01 of 2017 for factoring GBI in the Wind Tariff Order dated 

01.08.2015 and 26.03.2016. Meanwhile pending disposal of petition in 

O.P.No.1 of 2017, APDISCOMs have been deducting GBI of `0.50/Unit from 

the energy bills of wind power developers. Also, the payment of tariff is 

restricted to CUF of 23.5% as envisaged in the APERC regulation 01 of 2015. 

Commission has issued order dated 13.12.2017 in respect of 41 PPAs entered 

by APSPDCL with the Wind Developers, as regulated to be having consent 

and taken on record. Further, APDISCOMs filed O.P.No.5 of 2017 seeking 

curtailment of control period of APERC Regulation 01 of 2015 upto 

31.03.2017, and to determine the tariff for FY2017-18 considering the 

prevailing market conditions and CERC 2017 RE tariff Regulations. This 

petition was taken up for hearing on 06.01.2018 and the matter is reserved for 

orders. 

Commission’s view: The tariff orders determining the generic tariff for wind 

power since Regulation 1 of 2015 came into force were merely carrying out 

the formulae specified in the Regulation in fixation of such tariff and the 

matter is one of mathematical calculation and not discretion to form any 
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opinion on public hearings. The Regulation was made after regular public 

hearings considering all the relevant aspects at that time. The orders on 

O.P.No.1 of 2017 and O.P. 5 of 2017 are to be pronounced in due course and 

disposals of contested matters by judicial or quasi- judicial institutions are 

never in chronological order. Factoring Generation Based Incentive (GBI) is 

not a matter of mere calculation or correcting an omission but is a matter for 

determination on the contents of the GBI scheme and the Regulation. In any 

view, DISCOMs have informed in their response that they are already 

deducting the GBI from the energy bills of wind power developers. Similarly, 

no Power Purchase Agreement entered into after 31.03.2017 relating to any 

wind developer has been consented to by the Commission, the earlier 

agreements being governed by Regulation 1 of 2015 only, even if O.P.No.5 of 

2017 were to be allowed. Thus, the pendency of these two petitions caused no 

damage to consumer interest. 

Biomass Energy is costly 

(vii) APERC had communicated its consent through its letter dated 27.1.2017 to the 

PPA APEPDCL had with Vishnu Vidyut India Ltd. in Visakhapatnam district 

to purchase power on long-term basis from its biomass-based power plant with 

a capacity of 7.5 MW, simply based on a letter written by the Discom on 

17.1.2017, without holding any hearing or public hearing. This information 

was not even made public; it was simply not put in the web site of the 

Commission. The weighted average tariff for bio-mass energy is `.7.00 per 

kWh, as per ARR submissions for FY2018-19. 

Sri M. Thimma Reddy, Convenor, People’s Monitoring Group on Electricity 

Regulation (PMGER), Hyderabad has stated that even when the existing 

biomass-based power plants are operating at below their capacity due to lack 

of adequate biomass fuels APEPDCL has entered in to a long term PPA with 

Vishnu Vidyut India Ltd. in Visakhapatnam district to purchase power from its 

biomass-based power plant with a capacity of 7.5 MW. APERC also had given 

consent to it through its letter dated 27.1.2017. Power from this plant will be 

procured at a cost of ` 7 per unit. In the past the Commission disallowed 

addition of capacity of biomass-based power plants due to shortage of fuels 

and consequent increase in biomass fuel prices. The present high cost of this 
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power is due to this fact. There is no sign of any improvement in the 

availability of biomass fuels. There is also lack of transparency in signing PPA 

with this power generator. Given the high cost of this power and lack of 

transparency in accessing power from this plant the same shall be set aside. 

This will go along way in bringing down power purchase cost. 

Discoms Response:  Commission has issued consent to the PPA entered with 

M/s Vishnu Vidyuth India Limited by APEPDCL on 27.01.2017. 

Commission’s view: The Commission has decided after a public hearing on 

merits in accordance with law by an order dated 08.09.2016 in O.P.No.18 of 

2016 that "the direction not to purchase power from new biomass power 

projects other than those already sanctioned by NEDCAP/APTRANSCO by 

20.03.2004 and the further direction dated 27.09.2005 that no further bio mass 

based power shall be purchased by the distribution licensees than that already 

committed through the power purchase agreements already entered into and 

consented to by the Commission and any other orders or directions to a similar 

effect or believed or understood to be of a similar effect are declared to be 

henceforth of no effect. It is perfectly legitimate and open to any generator and 

/or licensee to take a decision on merits in accordance with law regarding 

sale/purchase of power generated by generating plants using biomass as fuel 

and the terms and conditions thereof. The parties to both the original petitions 

are therefore at liberty to take an appropriate decision in this regard 

accordingly." It is only in consequence to this order, which also considered the 

views of Sri M. Venugopala Rao, the leading objector herein also, that the 

request for consent to the Power Purchase Agreement between the parties to 

O.P. 18 of 2016 was accepted by this Commission which hence did not require 

a second public hearing, more so when what was adopted was the generic 

tariff for Biomass plants. Thus, there was nothing secret or sinister about it. 

NCE Tariffs are high 

(viii) The tariffs to be paid by the Discoms to NCE units are very much higher and 

are nowhere near the lower tariffs discovered through competitive biddings 

for solar and wind energy earlier this year elsewhere in the country.  The 

average cost per kWh of NCE purchase by AP Discoms is `4.76 as per tariff 

order for FY2017-18. 
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Sri M. Thimma Reddy, Convenor, People’s Monitoring Group on Electricity 

Regulation (PMGER), Hyderabad has stated that APDISCOMs propose to 

procure 12,182.91 MU of power from renewable energy sources accounting 

for 18.85% of the total power to be procured during FY2018-19. Average 

cost of this power will be `4.99 per unit. While there is no denying the need 

to promote RE power it has to be seen that it will not burden the consumers 

and State Government unnecessarily. There is scope to bring down the cost 

of this power. 

Discoms Response: Due to old PPAs of Biomass, Industrial Waste and 

certain Solar Power Projects, the average NCE Purchase Cost is `4.76/-. But, 

DISCOMS are taking all possible steps in order to reduce the NCE Power 

Purchase Cost, such as entering of PPA with a lower tariff of `3.15/- for the 

remaining capacity of 750 MW, whereas earlier DISCOMs entered the NTPC 

250 MW Solar Park PPA with a Tariff of `5.96/- per unit, in 2014. 

APDISCOMs are already on record in O.P.No.5 of 2017 seeking curtailment 

of control period of APERC Regulation 01 of 2015 upto 31.03.2017, and to 

determine the tariff for FY2017-18 considering the prevailing market 

conditions and CERC 2017 RE tariff Regulations. Also, requested the 

Commission for permitting the APDISCOMs to procure Wind Power through 

Competitive bidding from FY2018-19 onwards. This petition was taken up 

for hearing on 06.01.2017 and the matter is reserved for orders. With the 

above initiatives NCE Power purchase prices will be reduced in future. 

Commission’s view: The steps taken by the DISCOMs to reduce the NCE 

purchase cost are appreciated and they shall continue to devise and 

implement such measures in future also. 

Must run status of NCE is a liability 

(ix) The NCE units being treated as must-run ones, with no scope for backing 

down, and as the higher tariffs continue for the entire period of PPAs of 25 

years, the Discoms must purchase the entire power generated by them, 

irrespective of their requirement and availability of relatively cheaper power 

from other sources under PPAs. 

Discoms Response: APSLDC being a load dispatch operator, schedules the 

power flow from all the sources based on the system requirement and follow 
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Merit order dispatch from time to time based on the APERC orders. 

Commission approved standard PPA format for Wind Power Projects with a 

tenure of 25 years. MNRE has notified the guidelines for procurement of Grid 

connected Solar Power with the PPA tenure of 25 years. MNRE in the recent 

bidding guidelines for Wind power has also considered the PSA / PPA tariff 

period as 25 years. As such, APDISCOMs are following the tenure of PPA 

period of 25 years in line with the GOI guidelines. APDISCOMs are 

purchasing Power from various categories of NCE sources with a tenure of 

20/25 year with the consent of Commission. 

Commission’s view: The PPA period of 25 years hitherto specified in the 

agreements came into vogue in the circumstances stated by the DISCOMs and 

the present trend of quickly falling renewable energy prices may have to make 

the DISCOMs examine the necessity of limiting the agreement periods to 

minimum possible time limits. The distribution companies may come up 

with their detailed views before the Commission expeditiously to mould 

the power purchase process to achieve the desired effect. 

Solar and Wind Power cannot meet peak requirements 

(x) With generation of solar power taking place only during day time when 

adequate radiation of the Sun is available, and generation of wind energy 

being seasonal and dependent on wind velocity, admittedly, those units cannot 

meet peak requirements of the Discoms. 

Discoms Response: The statement made by the objectors is correct that the 

solar and wind energy may not meet peak requirement of the day. But, the 

solar power can be used for agricultural pump sets in day time besides meeting 

the day time demand. 

Commission’s view: The statement is not in dispute. 

Disequilibrium between NCE and non-NCE 

(xi) By entering into long-term PPAs with NCE units with seasonal generation of 

power, the Discoms have to depend on other base-load stations to meet their 

requirement during the periods when NCE units cannot generate. It leads to 

some kind of in-equilibrium, when non-NCE units have to be backed down 

during the periods when NCE units generate power.  
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Discoms Response: The overall policy of GoI is to encourage renewable 

energy power in the Country in a big way. In order to support the policy, 

GoAP is also focusing on expansion of renewable energy.  Further, recently 

the country had faced severe shortage of coal in the last three to four months. 

Owing to this, many States in the country struggled to meet the peak demand.  

At least if the RE sources are encouraged, coal reserves can be stored for 

future usage/generation. The Solar tariffs are falling consistently since 2014. 

Commission’s view: The distribution licensees shall make every effort to 

maintain the equilibrium. 

Delay in commissioning of NCE Projects 

(xii)  There are instances of extending time for completion of NCE projects, especially 

solar and wind, in a questionable manner. While PPAs were entered into with 

generators for purchasing NCE with higher generic and other tariffs 

determined through bidding, there have been delays in executing the units in 

agreed time schedules. While the generators are getting the benefit of falling 

prices of wind turbines and solar panels in the market with such impermissible 

delays, the Discoms continue to pay old higher tariffs to them, without 

corresponding reduction in tariffs. There are instances when PPAs are 

submitted to ERCs seeking their consent after NCE units are commissioned 

and started generation and supply of power to the Discoms, thus presenting the 

Commissions with a fait accompli. 

Discoms Response: After formation of the new State in 2014, the first solar 

bidding was initiated for procurement of 1000 MW solar power through 

competitive bidding route.  In this bidding, most of the solar power developers 

have completed their projects as per the timelines stipulated in the PPA. In 

view of the falling of solar tariffs, no additional timelines were granted for the 

solar power developers, who have not completed the projects in specified time 

as per the PPA.  Further, as per the provisions of the PPA, DISCOMs have 

levied the penalties on the defaulters. 

  Commission’s view: The response of the DISCOMs shows that delays are 

adequately penalized as per agreements. 
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Long-term NCE PPAs are imprudent 

(xiii) Existing and ongoing thermal and other non-NCE projects and the obligations 

of purchasing power from them under PPAs by the Discoms cannot be wished 

away. It is imprudent to enter into long-term PPAs with NCE units to purchase 

unwarranted power, when adequate power is, and going to be, available from 

other sources under PPAs. 

Sri Ch. Babu Rao, Convenor, Capital Region Coordination Committee, 

Vijayawada; Sri Cheekati Srinivasa Rao, Member, District Organising 

Committee, Prakasam Dist., CPI(M) have stated that power purchase 

agreements with NCE sources shall not be entered for more than five years. 

Sri M. Nageswara Rao, Chairman, Confederation of AP Consumers 

Organization, Ongole has stated that long term PPAs shall be terminated. 

Discoms Response: Government of India has set a target of setting up of 100 

GW solar and 60 GW Wind capacities by 2022. As on date over 15.6 GW 

Solar and 32.7 GW Wind capacity has already been installed and balance 

capacity is required to be setup in a period of next 5 years. GoAP had issued 

the Wind and solar policies in order to promote Wind and solar power projects 

in the State of Andhra Pradesh. As per the said policy, the target was fixed a 

minimum total solar power capacity addition of 5000 MW and Wind capacity 

addition of 4000 MW in the next five years in the State with a view to meet 

the growing demand for power in an environmentally sustainable manner. 

Commission’s view: The distribution licensees shall avoid entering into any 

power purchase agreements which may burden them with unwarranted power. 

NCE encouragement must be gradual 

(xiv) Till viable and economical inverter-like mechanism is developed and put to 

use to store NCE and use the same as and when required, the problems and 

adverse consequences, as explained above, among others, would continue to 

persist. Needless to say, research and development in that direction need to be 

encouraged. Hence, the need for a gradual, cautious and pragmatic approach is 

imperative for encouraging NCE. 

Discoms Response: APDISCOMs have issued LoI for setting up of pilot 

projects for 1 MW 4MWh Battery Energy Storage System integrated with 5 
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MW Solar Power. SECI has proposed to establish a 160 MW (120 MW Solar 

and 40MW Wind) along with storage of 40 MWH in Anantapur district in 

A.P. with grant from World Bank. The same is under process. 

Commission’s view: A beginning is proposed to be made for developing an 

economic and dependable storage system with the Commission permitting 

setting up of two pilot projects in this regard during FY2017-18.  

NCE alone is not the solution for environmental issues 

(xv) Global warming by its very definition is global in nature and needs to be 

tackled accordingly in a holistic and multi-dimensional way with international 

cooperation. Thermal power stations alone are not responsible for global 

warming and environmental problems and NCE alone is not the solution to the 

same. 

Discoms Response: Need of encouraging renewable energy in a big way is 

essential in India in order to reduce global warming and protecting 

environment. 

Commission’s view: All the environmental issues are not answered by NCE 

but it is one of the answers to tackle such issues.  

Renewable Power Purchase Obligation 

(xvi) The Commission pointed out that purchasing NCE more than the minimum 

determined by it under RPPO “should be a commercial and practical decision 

to be taken by the utilities concerned.” At the same time, it is for the 

Commission to determine whether the decisions of the Discoms to purchase 

power are “commercial and practical,” taking into account various issues 

submitted above and with a holistic view and regulate such purchases on 

“commercial and practical” grounds which should include the impact of 

avoidable additional burdens on consumers in the form of resultant higher 

tariffs and as a result of availability of substantial surplus power. Leaving it to 

the discretion of the Discoms would tantamount to the Commission shirking 

its regulatory responsibility and allowing itself to be seen as a regularization 

Commission. Already enough damage has been done to larger consumer 

interest by the powers-that-be and the utilities of GoAP in taking decisions to 

purchase NCE on long-term basis at very high cost and by the Commission in 

giving its consents, approvals and orders accordingly.  Allowing the Discoms 
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to purchase 23.44% of NCE on long-term basis and at higher tariffs and 

imposing avoidable huge burdens on consumers cannot be justified under 

vague assertions of “commercial and practical” grounds and generalized 

assertions of environmental protection and promoting renewable energy. 

Promotion of renewable energy should not be allowed to degenerate into 

promoting the vested interests of developers, manufacturers and the powers-

that-be at the cost of the vast multitude of consumers of power. It is untenable 

to presume that unless NCE is purchased on long-term basis and at higher 

tariffs, unrelated to requirement of power to meet growing demand and 

binding obligations of the Discoms under existing and proposed PPAs to 

purchase power from other sources, environment cannot be protected. The 

Commission observed that “ultimately it becomes a question of balancing 

conflicting factors and interests and there appeared to be no absolutes either 

way.” We would like to assert that allowing the Discoms to purchase 23.44% 

NCE, by no stretch of imagination, can be treated as “balancing conflicting 

factors” and that, even though no justifiable “absolutes” appear, objective 

conditions and the real implications of such questionable decisions and 

consents are discernible and can be understood and the same should be taken 

into account before taking decisions and giving consents.  In this regard, the 

powers-that-be and the Commission appear to be found wanting in taking 

prudent decisions and already irreparable damage has been caused to larger 

consumer interest on long-term basis. 

Sri Kandregula Venkata Ramana, President, Consumer organizations 

Federation, Viakhapatnam has stated that DISCOMs have proposed to 

purchase of 22.34% from NCEs against the obligation of 9% which is 

objectionable.  

Discoms Response: APDISCOMs are purchasing power from RE sources 

based on the Policies and directions of GoI, GoAP and APERC Regulations 

from time to time. 

Commission’s view: Regularization also may be a facet of Regulation and the 

Commission can only say that time alone will decide the prudence or 

imprudence of its decisions on merits in accordance with law and the 
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Commission firmly believes that any irreparable damage to larger consumer 

interest on long term basis has not happened because of its consents, approvals 

and orders.  

The belief of the Commission is fortified by the fact that the ever 

increasing power purchase cost from year to year reaching 82.74 percent 

of the ARR in FY 2013-14 (continued in FY2014-15 during the middle of 

which year this Commission has been constituted for the residuary State 

of Andhra Pradesh) gradually came down to 80.33% in FY2015-16, 

79.37% in FY2016-17 and 77.40% in FY2017-18 of the respective ARRs:  

 

The regulatory oversight, monitoring and insistence on observing 

financial prudence by the Commission obviously protected larger 

consumer interest which will have long term impact. With continued 

vigilance and constructive criticism from public spirited experts in power 

sector like Sri M Venugopal Rao, Sri M Thimma Reddy and others, the 

appreciation for whose selfless services the Commission wishes to place on 

record, the Commission hopes to inculcate more financial and operational 

discipline in the power sector so as to provide satisfactory and quality 

services to all the consumers/stakeholders. 

RPPO targets must be realistic 

(xvii) To argue that RPPO stipulates only minimum of NCE to be purchased by the 

Discoms and that there is no maximum limit for such purchases is to 

misinterpret the spirit behind RPPO in a perverse way.  Since the cost of non-

conventional energy is very much higher and as such the Discoms may not 

incline to purchase the same, in order to encourage generation and 

consumption of NCE, the system of RPPO has been introduced and 

implemented. The misinterpretation that since RPPO stipulates only a 

minimum of NCE to be purchased by the Discoms, the latter are free to 

purchase NCE to any extent arbitrarily, irrespective of requirement and 
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availability of power, defeats the very spirit of Electricity Act and the 

objectives of ensuring orderly development of power sector and ensuring 

competitive and reasonable tariffs to the consumers. The argument that 

consent of the Commission is not even required to PPAs the Discoms entered 

into with NCE developers or that the Commission has to give its consent to 

such PPAs automatically negates the very objective of regulatory process and 

defeats the very purpose of the existence of electricity regulatory 

Commissions. Conditions specific to different States need to be taken into 

account for encouraging NCE and, as such, uniform targets under RPPO to all 

the States are unwarranted. That is the reason why the GoI is constrained to 

make it clear in its proposals for increasing percentages of NCE under RPPO, 

that they are guidelines only and that it is for the concerned ERC to determine 

such percentages. In other words, the concerned ERCs have to take a realistic 

view of objective conditions in the respective State while issuing RPPO orders 

and in considering long-term PPAs the Discoms have with NCE units,  to 

protect larger consumer interest and ensuring orderly development of power 

sector to the extent permissible under their jurisdiction, instead of inclining to 

be more loyal than the king in allowing the Discoms to enter into long-term 

PPAs with NCE units indiscriminately and unrelated to requirement to meet 

growing demand for power periodically. 

Discoms Response:   Ministry of Power issued order on 22.07.2016, fixing 

the RPPO targets initially for a period of 3 years from FY2016-17 to FY2018-

19 as 11.5% to 17.00% respectively. Commission issued Regulation 1 of 2017 

for FY2017-18 to FY2021-22 for fixing RPPO ranging from 9% to 17% 

respectively duly considering APDISCOMs proposals and MoP order dated 

22.07.2016. On the representations of various Wind and Solar Developers and 

manufactures associations, the Secretary, MNRE, GoI vide D.O. letter dated 

18.10.2017 addressed to all State/UT Power Secretaries, State/UT Nodal 

Agencies and clarified “that the RPPO obligation communicated as per 

Ministry of Power’s letter no. 23/3/2016 dated 22nd July, 2016 indicate only 

the minimum percentage of renewable energy to be purchased by a State/UT 

and there is no bar on purchase of renewable energy power beyond the RPO 

limit communicated.” 
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Commission’s view: The Commission gave its reasons for its conclusions in 

the order dated 13.12.2017 relating to 41 Power Purchase Agreements with 

Wind Power developers. Regulation 1 of 2017 was issued only on a realistic 

view of the objective conditions in Andhra Pradesh with the twin objective of 

protecting larger consumer interest and ensuring orderly development of the 

Power sector and the Government of India clarified through the Secretary / 

MNRE in letter dated 18.10.2017 that the RPPO obligation indicates only the 

minimum percentage of renewable energy to be purchased and there is no bar 

on purchase beyond the minimum limits. All the submissions of the objectors 

were duly considered before making Regulation 1 of 2017. The targets were 

duly fixed and implemented.  

GOI is imposing policy decisions on States 

(xviii) Ignoring these realities, among others, the Government of India has been 

exercising its authority, taking undue advantage of power being in the 

concurrent list of the Constitution, to impose its whimsical policy decisions on 

the States, without any responsibility and accountability for the adverse 

consequences that arise as a result of implementing the same by the States. 

Discoms Response: A letter to be addressed from GoAP to GoI with a request 

to allocation of funds from National Clean Energy Cess to subsidize High Cost 

Power Purchases from Solar and Other Renewable Sources. 

Commission’s view: The regulatory oversight of the Commission does not 

extend to the policy decisions of the Government of India. 

Irrational Policy approaches of governments 

(xix) Allowing pollution-causing thermal and other power projects indiscriminately 

and irrespective of demand growth, on the one hand, and talking of need for 

encouraging NCE, on the other, in the name of environmental protection, is 

one of the glaring dichotomies in the policy approaches of the Governments. 

Discoms Response: As per the approval of GoAP & MNRE, APDISCOMs 

are entering PPAs with the solar parks in consonance with the revised national 

tariff policy, 2016.This clean power certainly would helpful to reduce global 

warming and protecting environment. 
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Commission’s view: Policy making is not within the purview of the 

Commission, except to the extent specified by the Electricity Act, 2003 and 

the A.P. Electricity Reform Act, 1998. 

Dual burden on consumers 

(xx) In order to purchase power from NCE units, even in a situation of availability 

of substantial surplus power, the Discoms have to pay higher tariffs to them, 

and back down other thermal stations with relatively lower tariffs. In other 

words, it imposes dual burdens on consumers of the Discoms, in the form of 

higher tariffs to NCE, on the one hand, and payment of fixed charges for 

backing down thermal stations, on the other. 

Discoms Response: Solar projects are helpful to meet demand in day time to 

some extent. Base load plants would be helpful to meet the peak requirements. 

In general, the peak load tariff is very high compared to the day time tariff.  

Even after periodical backing down and paying fixed charges to such 

generators, still thermal plants would be useful for peak load operations and 

for overall balance of system stability. 

Commission’s view: The distribution licensees shall endeavor to minimize 

any dual burden on consumers. 

Sale of surplus power is difficult 

(xxi) Since the tariffs for NCE are higher, the Discoms cannot compete in the 

market to sell their surplus power at remunerative tariffs. 

Discoms Response: The statement is not correct. Some States still have not 

achieved the RPPO obligations set by GOI/State Commissions.  Those States 

who are not having adequate RE power are showing interest to purchase RE 

power from surplus States like AP at tariff nearing NCE tariff. 

Commission’s view: Hopefully the demand for renewable energy at a 

comparable tariff will continue to exist. 

Reduction of Power Purchase Cost 

89 Sri G. Venkateswara Rao, KCP Sugar & Ind. Corp Ltd., Vuyyuru, Krishna District 

has stated that reduction in Power Purchase cost is inevitable in the present scenario, 

to avoid further burden on consumers. It's time to identify and control the generation 

cost or power generation from such plants. Case Study: variable cost for the power 
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generated from NTPC Talcher-II is `1.39 and whereas for NTPC Kudigi Stage -1 is 

`3.58. 

Sri T.S. Appa Rao, Secretary General, FTAPCCI, Hyderabad, Sri Sourabh Srivatsava 

have stated that the power purchase cost in cases where the purchase has been 

projected at exorbitantly high price not relatable to the incumbent market situations is 

to be disallowed. Power Purchase prudence based on actuals, True up of APGENCO 

Tariff and prudence check of cost of Sri Damodaram Sanjeevaiah Thermal Power 

Station (SDSTPS) and Rayalaseema Thermal Power Project (RTPP-IV) shall be done 

before approval of Retail Tariff. 

Sri Ch. Babu Rao, Convenor, Capital Region Coordination Committee, Vijayawada; 

Sri Cheekati Srinivasa Rao, Member, District Organising Committee, Prakasam Dist., 

CPI(M), have stated that all PPAs shall be reviewed in view of decreasing prices of 

Wind and Solar Power. 

Discoms Response: DISCOMs are taking all possible steps in order to reduce the 

power purchase cost. 

Commission’s View: Let the efforts continue to reduce the power purchase cost. 

What is the experience of sale of surplus power? 

90 Sri M. Thimma Reddy, Convenor, People’s Monitoring Group on Electricity 

Regulation (PMGER), Hyderabad has stated that while APDISCOMs projected power 

requirement during FY2018-19 as 61,543 MU, they propose to procure 64,643 MU of 

power at a cost of `26,791.15 Crore. 3,100 MU are proposed to be sold in the market. 

In the Tariff Order for the FY2017-18 the Commission directed the Licensees to sell 

any surplus energy that might be available with them up to the last unit at an 

economically beneficial price to the maximum extent possible (para. 211). Given the 

present proposal to sell part of surplus energy in the open market, the experience of 

APDISCOMs in disposing of surplus energy in the open market in the past years and 

its contribution to bridge the revenue deficit may be made known. 

Sri M. Nageswara Rao, Chairman, Confederation of AP Consumers Organization, 

Ongole has stated that sale of surplus power @ `2.75 per unit is not justifiable. 

Discoms Response: APDISCOMs are proposing for sale of about 3100 MU of 

potential surplus energy in the market for FY2018-19. As per the projections of ARR 

& FPT for FY2018-19, there exists a potential to generate surplus energy and the 
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DISCOMs are proposing to sell the same, if it materializes on real time basis, during 

the ensuing financial year. 

Commission’s View:  In compliance with the direction of the Commission at para 

211 in the Retail Supply Tariff Order for FY2017-18 the licensees have informed on 

enquiry that from 1.04.2017 till 31.12.2017 they were able to sell 1048.51 MU at a 

cost of `3.95 per unit as against their own estimated potential to sell at `2.79 per unit 

in their ARR proposals. They realized `413.89 Cr. from such sales. As a reasonable 

percentage out of the estimated sales was achieved, a similar request for this year is 

considered in that back ground. 

Energy Intensive Industries Category 

91 Sri P. Narendranadh Chowdary, Managing Director, The Andhra Sugars Limited, 

Chemicals & Fertilisers Division, Kovvuru stated that Commission may consider 

categorising ChloroAlkali Industries under HT-I(B) Energy Intensive Industrial 

category on par with Ferro Alloys Industries as 70% of the production cost is towards 

electricity Consumption and power is also one of the raw materials. 

Sri T.G. Venkatesh, Member of Parliament (Rajya Sabha), Sri A. Venkat Rao, Vice 

President, Finance, Sri K. KarunakarRao, Executive Director, Fin. & Comml., 

M/s TGV SRAAC Ltd., Sri Alladi Ravinder, Advocate have stated that Caustic Soda 

Industry shall be classified under HT Category-I(B) Energy Intensive Industries on 

par with Ferro Alloys as the major component of cost being electricity charges 

constituting 70% of the total cost of production and in an earlier classification, the 

erstwhile APSEB considered their industry as HT Category-III on account of 

incidence of cost of power in relation to the cost of production. 

Sri V.R. Raghuraman, Vice President and Sri R. Subha Chandra, Manager, Finance 

and Accounts, M/s Teamec Chlorides Ltd., Gundlapalli (V), Maddipadu (M), 

Prakasam (Dist.) have stated that upon the request for treatment of their unit as 

Energy Intensive unit the Commission was pleased to record in the Tariff Order for 

FY2016-17 (Page 158, Para 186). 

Sri O.L. Kantha Rao, Secretary; Sri R. Sivakumar, A.P. Spinning Mills Association, 

Guntur have stated that the DISCOMs may be directed to categorize the Spinning 

Mills as energy intensive with appropriate tariff for that category. The APSMA, over 

the last 3 tariff hearings have been reiterating that Spinning Mills are energy intensive 
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by the criteria of the Load Factor and the claim as such should be accepted on the 

basis of Load Factor basis itself. The Commission is requested to consider our claims 

and enable such a categorization from FY2018-19 at least. 

Sri B. Sankaraih, General Manager and Sri M.V. Satyanarayana, Senior Manager,  

M/s Grindwel Norton Ltd. have stated that Silicon carbide factories shall be included 

in HT-I(B) Energy Intensive Category since more than 60 percent production cost is 

from power and load factor is more than 90 percent. 

Discoms Response: In compliance to the one of the directives of APERC in the Tariff 

Order for FY2016-17, DISCOMs have constituted a Committee of Experts to identify 

the criteria / data based on which Energy Intensive Industries can be classified to 

extend concessions in tariff.  The Committee has opined that, if any industry is to be 

included in the HT Cat-I (B), the following conditions are to be fulfilled.  

a) The total electricity charges of any plant / industry are beyond 30% of total 

expenditure of the plant / industry and  

b) The load factor shall be more than 70%.  

Above information has been brought to the notice of the Commission. 

Present HT-I(b) category covers Ferro Alloy Industries, PV Ingots, and Cell 

manufacturing units, Poly silicon industry and Aluminum industry. The DISCOMS 

are of the view that further in-depth analysis is to be carried out to extend the 

coverage of this concessional tariff to other types of industries such as Chloro Alkali 

and the matter is well brought to the notice of Commission also. 

Commission’s view: Both the DISCOMs shall examine the request of the above 

industries to be brought within the category of HT-I (b) - Energy Intensive 

Industries with reference to the conditions identified by the committee of experts 

constituted by the DISCOMs and report to the Commission within three months 

from the date of this Order whether the said industries deserve such change of 

categorization. If the industries are found to satisfy the criteria / data for fulfillment 

of the identified conditions, the change of categorization as requested will be open for 

consideration.   If the conditions are not fulfilled, the present categorization may have 

to continue.  All similar requests shall also be dealt with similarly.   
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Demand and Energy Charges shall be decreased for Industry 

92 Sri P. Narendranadh Chowdary, Managing Director, The Andhra Sugars Limited, 

Chemicals & Fertilisers Division, Kovvuru  stated that even though there is no 

increase proposed in the Demand and Energy Charges in the present filings, the tariff 

is still on higher side due to lopsided policy of the Government to incentivise certain 

sections of society with free power policy & load the HT consumers, who are bearing 

heavy financial burden, leading to huge financial impact and requested to decrease the 

present Demand and Energy Charges for the survival of HT consumers particularly 

Chloro-Alkali Industry, who are power intensive category consumers. 

Sri K. KarunakarRao, Executive Director, Fin. & Comml., M/s Sri Rayalaseema 

Alkalies and Allied Chemicals Ltd., Kurnool has stated that the proposals to maintain 

the energy and Demand Charges in FY2018-19 same as FY2017-18 lack bonafide 

reasons.  Lack of reasons and rationale amounts to arbitrary proposal which will have 

huge impact on the Energy Intensive Units. The purpose of imposing the demand 

charges on consumers is to maintain Grid stability and discipline among the 

Consumers. Any Consumer consuming more than the permitted Contracted Maximum 

Demand (CMD) shall be imposed penalty. Once the penal provisions are intact, the 

question of maintaining the Demand Charges at the same level does not arise. The 

demand charges cannot be linked with Cost of Energy. Therefore, the proposal 

submitted by the DISCOMs is highly arbitrary and it appears to be to eliminate the 

drawal of power through Open Access. The proposed Demand Charges submitted to 

the Commission which are contra to the objects and intention of the Electricity Policy, 

ought to have been fixed as in FY2016-2017 i.e. `385.84 per kVA. The proposed 

charges will burden the Industries to pay the fixed charges to the DISCOM monthly 

without consumption of energy, which amounts to unbearable shock to the Industry. 

Section 61 of the Electricity Act, 2003 provides for determination of Tariff and in 

doing so, the Commission has to safeguard the consumer interest and at the same 

time, the recovery of the cost of electricity has to be in reasonable manner and also 

according to National Electricity Policy and Tariff Policy. The proposal made by the 

DISCOMs is contra to the principles underlined by the Electricity Act in respect of the 

protection of Consumers Interest vis-a-vis recovery of the cost of electricity as the 

proposed levy of Demand Charges Energy charges is an Anti Industry Policy and the 

same is not connected to reality. The legislative intention and object of the Electricity 




