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Karnataka Electricity Regulatory Commission Tariff Order 2023 CESC

KARNATAKA ELECTRICITY REGULATORY COMMISSION

No.16C-1. Miller Tank Bed Area, Vasanthnagar
BENGALURU - 560 052

Dated 12 May, 2023

In the matter of:

Application of the Chamundeshwari Electricity Supply Corporation Limited, in
respect of Annual Perfformance Review for FY22, Approval of Revised Annual
Revenue Requirement for FY24 and Revision of Retail Supply Tariff for FY24,

under the Multi Year Tariff framework.

Present: Sri P. Ravi Kumar ... Chairman
Shri H.M. Manjunatha  ........ Member
ShriM.D.Ravi  ........ Member

O R D ER

The Chamundeshwairi Electricity Supply Corporation Ltd. (hereinafter referred
to as CESC) is a Distribution Licensee under the provisions of the Electricity Act,
2003. The CESC has filed its application on 30.11.2022 for consideration and

orders on the following:

a. To approve the Annual Performance Review (APR) application for
the year FY22.

b. There is a deficit of Rs.382.64 Crores for FY22. It is requested to carry
forward this gap of Rs.382.64 Crores to FY24.

c. To approve the Expected Revenue from Charges (ERC) for the
Second year of Sixth Conftrol Period i.e., for FY24, for the Wires and
Retail supply business along with the contents of this Application
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Karnataka Electricity Regulatory Commission Tariff Order 2023 CESC

d. To approve the deficit of FY-24 of Rs.667.10 Crores.
e. To approve the Annual Revenue Requirement (ARR) for FY-24.

f. To approve the tariff application based on submissions made in the
Chapter 1 to Chapter 7 of the present ERC application including
upward revision in the Fixed charges and Energy Charges.

g. To approve the tariff increase proposed by CESC for the 2nd
(Second) year (FY-24) of the 6th MYT Control period

In exercise of the powers conferred under Sections 62 and 64 and other
provisions of the Electricity Act, 2003, the KERC (Terms and Conditions for
Determination of Tariff for Distribution and Retail Sale of Electricity)
Regulations, 2006, read with the KERC (Tariff) Regulations, 2000 and other
enabling Regulations, as amended from time to time, the Commission has
considered the said application and also the views and objections submitted
by the consumers and other stakeholders, while passing this Order. The
Commission’s decisions on various aspects are brought out in the subsequent
Chapters of this Order.
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CHAPTER -1

INTRODUCTION

1.0 Profile of Chamundeshwairi Electricity Supply Corporation Limited (CESC):

The Chamundeshwari Electricity Supply Corporation Ltd., Mysuru (CESC) is a
Distribution Licensee under the provisions of Section 14 of the Electricity Act,
2003 (hereinafter referred to as the Act). The CESC is responsible for purchase
of power, distribution and retail supply of electricity to its consumers and also
for providing infrastructure for Open Access, Wheeling of energy in its area of

operation in the five Districts of the State as indicated below:

i 1. Mysuru
W <o N f 2. Hassan HASSAN
“Darweds " Koppal
} " ‘~9f"f,‘""aomq(\.}
e, Kmnnd‘,i’”f'v.di RIS 3. Mandya
X ¥ )
(25 r/l?ﬁ%{
- hitradu,
. Shimoga, . :
\ A8 R 5ty A 4. Chamarajanagara
5. Kodagu

The CESC is a company registered under the Companies Act, 1956,
incorporated on 19t August, 2004. The CESC commenced its operations on 1st

April, 2005, with four districts in its area of operation.

Subsequently, the Madikeri Division (Kodagu District) which was earlier under

the MESCOM, was transferred to the CESC with effect from 1st April, 2006.

e
Chapter - 1 : Intfroduction Page 3
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At present the CESC's area of operations is structured as follows:

O&M Zones O&M Circles O&M Divisions

VV Mohalla

NR Mohalla
Mysore Works Circle Nanjangud

Hunsur

K.R. Nagara
Chamarajnagara
Mysore O&M Circle Kollegala
Madikeri
Mandya
Pandavapura
Mandya Circle Nagamangala
Maddur

KR Pete
Hassan
Sakaleshpura
Hassan Zone Hassan Circle CR Patnha
Arasikere
Holenarasipura

Mysore zone

The company comprises of 2 O & M Zones, 4 O & M Circles, 18 Divisions and 62
O & M sub-divisions with accounting/non-accounting sections in each of the
O&M sub-divisions.

The section offices are the base level offices looking into operation and
maintenance of the distribution system in order to provide reliable and quality

power supply to the CESC's consumers.

1.1 The CESC at a glance:

The profile of the CESC is as indicated below:

'il.;. Particulars (As on 31.03.2022) Figures
1. Area Sqg. km. 27772.82
2. Districts Nos. 5
3. Population as per 2011 Census - 8155369
4. Zones Nos. 2
5. Number of Circles Nos. 4
6. Number of Divisions No.s 18

Chapter - 1 : Intfroduction Page 4
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7. Number of Sub-Divisions Nos. 62
Number of Sub-Stations (220, 110 & | 220 kV 17
8 66 Kv) (All maintained by KPTCL) | 110 kV 9
’ except 4 Nos. of 33 Kv Stations) 66 Kv 229
33 Kv 04
9 DTCs Nos. 164018
10. | Fixed Assets Rs. in Crores 6697.59
11. | HT lines Ckt. kms 67975.94
12. | LTlines Ckt. kms 92593.66
13. | HT /LT Ratio 1:1.36
14. | Total employees strength:
A Sanctioned Nos. 10406
B Working Nos. 6571

1.2 Number of Consumers, Sales in MU to various categories of consumers and
details of Revenue for FY22 are as follows:

Percen- Sales In Percen- Revenue In | Percen-
TARIFF Consumers
tage Mu tage Rs.Crores tage
LTI 489662 13.66% 124.39 1.86% 9722 | 2.05%
LT2 2150203 60.00% 1117.17 16.71% 789.49 | 16.61%
LT3 285206 7.96% 317.07 4.74% 346.49 | 7.29%
LT4 457765 12.77% 2991.6 44.76% 1818.47 | 38.26%
LT5 49015 1.37% 167.36 2.50% 159.27 | 3.35%
LTé 58202 1.62% 394.00 5.89% 258.81 5.44%
LT7 90427 2.52% 17.41 0.26% 4824 | 1.01%
AUXILARY 248 0.01% 5.45 0.08% 2.89 | 0.06%
HT 2860 0.08% 1549.75 23.19% 1232.39 | 25.93%
TOTAL 3583588 6684.20 4753.23

The CESC has filed its application for undertaking the Annual Performance
Review for FY22, Approval of revised Annual Revenue Requirement (ARR) and

Revision of Retail Supply Tariff for FY24.

The CESC’'s application, the objections/views of stakeholders thereon
company'’s replies and the Commission’s decisions on the application for the
Annual Performance Review for FY22, approval of revised ARR for FY24 and
Revision of Retail Supply Tariff for FY24 are discussed in detail in the subsequent
Chapters of this Order.

|
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20

2.1

2.2

CHAPTER - 2

SUMMARY OF FILING & TARIFF DETERMINATION PROCESS

Background for Current Filing:

The Commission in its Tariff Order dated 9t June, 2021, had approved the
revised ARR for FY22 duly considering the deficit / surplus of FY20, consequent
to APR of FY20 and revised Retail Supply Tariff of CESC for FY22 under the MYT
Regulations. The CESC, in its present application filed on 30" November, 2022
has sought Annual Performance Review (APR) for FY22 based on the audited
accounts, approval of revised ARR for FY24 and Revision of Retail Supply Tariff
for FY24.

Preliminary Observations of the Commission

After a preliminary scrutiny of the application the Commission had
communicated its observations to the CESC on 14" December, 2022 which

were mainly on the following points:

% Sales Forecast

% Capital Expenditure

< Assessment of IP set consumption

< Distribution Losses

% Power Purchase

% Renewable Purchase Obligation

% Wheeling Charges

s Cross Subsidy Surcharge & Additional Surcharge

% Issues pertaining fo items of revenue and expenditure
< Other new proposals

% Compliance to Directives

The CESC has furnished its replies on 26" December, 2022. The replies furnished
by the CESC have been considered in the respective Chapters of this Order.

Acceptance of Applications and Publication of Notices:
The Commission vide its letter dated 27th December, 2022 informed the CESC

that, its application filed on 30" November, 2022, for ~ APR of FY22, approval
of revised ARR and revision of Retail Supply Tariff for FY24, in the CESC areaq, has

Chapter - 2 : Summary of Filing & Tariff Determination Process Page 6
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23

24

been treated as a petition, in terms of the Tariff Regulations, subject to further
verification and validation and directed it to publish a summary of the
application in the leading newspapers in the distribution area of CESC, calling

for objections, if any, from interested persons.

Public Hearing Process:

Accordingly, the CESC published the same in the following newspapers:

Name of the News Paper tanguage | Date of Publication
Deccan Herald English 30.12.2022

Indian Express &

Andolana (Kannadal Kannada 31.12.2022
Udayavani

The CESC'’s application on APR for FY22, Revision of ARR for FY24 and revision of
retail supply tariff for FY24, were also hosted on the web-sites of the CESC and
the Commission, for the ready reference and information of the stakeholders /

general public.

In response to the application of the CESC, the Commission received 10
statements/letters of objections with affidavit. The CESC has furnished its replies
to all these objections. The Commission held a Public Hearing on 15.02.2023 at
Mysuru.  The details of the written/oral submissions made by various
stakeholders and the response from the CESC thereon have been discussed in
Chapter - 3 and Appendix of this Order.

Consultation with the State Advisory Committee of the Commission:

The Advisory Committee discussed the proposals of the KPTCL and all the
ESCOMs in the State Advisory Committee meeting held on 24t March 2023.
During the meeting the KPTCL and ESCOMs made brief presentations on the
important issues in the ftariff application filed before the Commission. The

Committee discussed various issues involved in the tariff application.

The Members of the Committee made valuable suggestions on the proposals.

The Commission has taken note of these suggestions while passing the Order.

Chapter - 2 : Summary of Filing & Tariff Determination Process Page 7
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CHAPTER -3

PUBLIC CONSULTATION - SUGGESTIONS/OBJECTIONS & REPLIES

3.1 The Commission has undertaken the process of public consultation, as per the

provisions of the Section 64 of the Electricity Act, 2003 and invited

suggestions/views/objections from the interested stake-holders and general

public, on the application filed by the CESC, in the matter of Annual

Performance Review for FY22, Approval of Annual Revenue Requirement and
Retail Supply Tariff for FY24.

3.2 In the written submissions filed as well as during the public hearing held on 15t

February, 2023, the Stake-holders and the public have raised several objections

and made suggestions, on the CESC's Tariff Application. The names of the

persons who have filed written objections and made oral submissions are given

below:

3.3 List of persons who have filed written objections

SIl. No | Application Name & Address of Objectors
No.

1 CA-01 Sri. Lokaraj, Secretary General, FKCCI, KG Road,
Bengaluru — 560 009

2 CA-02 Sri. B. Praveen, Hon.General Secretary, KASSIA, 2/106,
17t Cross, Magadi Chord Road, Vijayanagar, Bengaluru
— 560 040

3 CA-03 Sri. K. Ravindra Prabhu, Vice President, KIADB Industrial
Area Manufactures’ Association, Registered Office: C-39,
Hebbal Industrial Estate, Metagalli Post, KRS Road,
Mysuru = 570 016

4 CA-04 Sri. K.B. Lingaraju, President, Mysore Chamber of
Commerce & Industry (R), No. 54, D.Devaraja Urs Road,
Mysuru — 570 001

5 CA-05 The General Secretary, Micro Small & Medium
Enterprises Council, No. 1090, Vishnuvardhana Road,
Chamarajapuram, Mysore — 570 005

6 CA-06 Sri. Prashanth Kumar M.V, Financial Advisor & Chief
Accounts Officer, BWSSB, Cauvery Bhavan, KG Road,
Bengaluru — 560 009

7 CB-01 Sri. K. Ravindra Prabhu, Vice President, KIADB Industrial
Area Manufactures’ Association, Registered Office: C-39,

Chapter - 3 : Public Consultation Suggestions / Objections & Replies
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Hebbal Industrial Estate, Metagalli Post, KRS Road,
Mysuru — 570 016

CB-02 The Vice President (Works), JK Tyre & Industries Ltd., KRS
Road, Metagalli, Mysuru — 570 016

AEB-01 Sri. B.S.N. Shetty and Others

AEB-02 Sri. Jogendra Behera, CRO & VP (Regulatory & Market
Economics), Indian Energy Exchange Ltd., Plot No. C-
001/A/1, 9th Floor, Max Towers Sector 16B, Noida, UP —
201 301

3.4 Presentation by CESC:

In the Public Hearing held on 15.02.2023, the Managing Director CESC made a

detailed presentation on the working of CESC and about the tariff proposals

made in the tariff application.

Objections by the Participants:

In the public hearing, twenty-four persons attended/ made their oral submissions

on the tariff application of the CESC. The list of persons is as under:

SI. Name and address of the Objectors
No.
1 Suresh Kumar Jain, MSME Council
2 Lingaraju K.B, President Chamber of Commerce and Industry, Mysore
3 Ravindra Prabhu K, Vice President, KIAMA
4 Venkata Cholan, Additional Director, Energy Department,.
S Annapurna, S.H, Energy Department
6 Lakshmikanth, Small Industries
7 Mahesh, Bharathi Airtel
8 M.N. Chandra Shekar, Prem Engineers
9 H.D Naveen Raj Aras, Mysore Jilla Vidyuth Hitharakshana Vedike (R)
10 Ashwath Narayana, HEL Shivarampete, Mysuru
11 Shridhar HB, Sri Padhma Layout, Bugadhi, Bengaluru
12 Rajesh C, BWSSB
13 Venkatesh S, BWSSB
14 Ventaka Ramu, J.V Electrical
15 Sathyendra, OD, Vice President, VST Tellers and Tractors Ltd
16 Srinivasa Murthy G
17 H.V. Subbegowdaq, T.P. Vice President, Mysuru
18 Nagaraju B.S, Consumers and Electrical Contfractor
19 A M Natesh, Alur Electrical, Mysuru
20 B Nayarayana, Solar Vidyuth
21 Manjuntah, KASSIA

Chapter - 3 : Public Consultation Suggestions / Objections & Replies
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22

Niranjan J.E, NE Enterprises, Mysuru

23

Puttaswami, Consumer

24

Kale Gowda, Vijayanagara, 1st Stage, Mysuru

3.5 The summary of the points raised during the Public Hearing, is as follows:

10.
1.

12.

13.
14.

Most of the speakers in the public hearing opposed the proposed tariff hike
and requested the Commission not to approve the tariff increase.

Small scale industries are facing many problems after the Demonetization,
GST and COVID pandemic, about 30% of the industries are closed, more
number of industries are at the virtue of closing down and only 40% of the
industries are working. Hence to encourage them, the tariff hike should not
e done.

The 50 paise rebate extended by KERC to the Industries is not implemented
effectively. Most of the industries are not aware of this rebate. More
awareness and circulars need to be issued. Separate meeting and
Consumer’s edifying about the amendment is necessary.

Fixed Charge (F.C) should be charge on connected load and fixed
charges to be included to all the installations including IP sets, BJ/KJ
installations, to be collected from the Government.

Subsidized category (IP, BJ, KJ): Government should pay subsidy in
advance. Industries should not be burdened with the cross subsidy.

Fixed Charges for HT-industries — should be zero, as assets are created by
them and handed over to CESC, maintenance charges are also paid at
5%.

KERC has to safeguard consumers’ interest

Uninterrupted power supply to be provided to the consumers.

Dhobi shop, tailors are categorized under LT-5, but not billed accordingly.
Consumer awareness not done properly by CESC.

As 100% metering is not done for IP sets, the IP set consumptions data is not
correct.

No efforts are made by CESC to collect the dues from GoK / Departments
/ Panchayaths.

Noft to hike the Tariff and requested to reduce the existing tariff.

Interest on loan should not be passed on to the consumers.

Chapter-3:
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15. Separate tariff category has to be provided for MSME sector and it should
be 25% less compare to others.

16. Consumer meetings are not held with prior publicity.

17. Software and the Internet service extending by CESC is futile. Advanced
technology should be implemented.

18. Expenditure on Capex should be investigated and technical audit to be
done.

19. Low cost power to be purchased through Open Access so that power
purchase cost is reduced;

20. There are lapses in implementing the Commission’s Order by CESC.

21. Huge amount of receivables form the Government departments are
burdening the consumers.

22. The Categorization of the services provided to the Data centre under HT-
2(a) Industrial Tariff scheduled be allowed.

23. The fixed charges be capped as on the date of installation of SRTPV
module.

24. Electrification to be done in respect of the layouts within a month duly
providing transformer and supporting materials.

25. The CESC officers/Engineers are not performing their duties and
responsibilities in collecting the fixed charges.

26. The elephant corridor erected poles/wires by CESC should be disclosed.

27. Multiple meters for supply should be provided by the CESC.

28. Corporate officers have to meet consumers regularly and solve their
problems.

CESC Reply:

The Managing Director, while replying to the points raised above, assured the

Commission that necessary action would be taken on the points raised by the

stakeholders.

Commission’s View:

The Commission has taken note of the points raised by the public. The CESC is

directed to attend to the issues relating to operation and maintenance and
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other issues pertaining to CESC, on priority. The points relating to extension of
subsidy and concessional power to certain category of consumers, shall have to
be taken up with the Government of Karnataka, as all the Consumers are
required to make payment of cost of supply of power. As a Policy, if any
concessional or free power has to be extended, the cost thereon has to be met
by the Government, in case, the Government desires to extend such
concessional or free power. The other tariff related issues have been considered

by the Commission, to the extent they are implementable.

3.6 CESC has replied to the written objections filed by the Stake-holders and the
public. Many of the objections are dealt with in detail in the relevant chapters
of this Tariff Order. The gist of the objections, replies by CESC and the

Commission’s views is appended to this order as Appendix-1.
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CHAPTER -4

ANNUAL PERFORMANCE REVIEW FOR FY22

4.0 CESC’s Application for APR for FY22:

4.1

The CESC had filed its application for Annual Performance Review (APR) for FY22,
and the revision of the Annual Revenue Requirement (ARR) and revision of retail
supply tariff for FY24 on 30t November, 2022. On the basis of the Audited
Accounts, CESC has sought the approval of the Commission for Annual
Performance Review (APR) for FY22 and revision of ARR and retail supply tariff for
FY24.

The Commission, vide its letter dated 14 December, 2022, had communicated
its preliminary observations on the application of CESC. The CESC has submitted
its reply to the preliminary observations of the Commission vide its letter dated
239 December, 2022 received in the Commission’s office on 26 December,
2022.

The Commission, in its Order dated 9t June, 2021, had approved net Annual
Revenue Requirement (ARR) of Rs. 5180.69 Crores for FY22, including ARR surplus
of FY20 of Rs.187.07 Crores.

The revised Annual Revenue Requirement (ARR) of CESC as per Annual
Performance Review for FY22, based on the Audited accounts, is discussed in

this chapter.
CESC’s Submission:

CESC in its application dated 30t November, 2022, has submitted its proposals
for revision of ARR under APR for FY22 as indicated in the following Table:

TABLE - 4.1
APR for FY22 — CESC’s Submission

Amount in Rs. Crores

APR FY22
sI As approved
: Particulars in Tariff Order .
No. As filed
dated
09.06.2021

1 Energy at Gen Bus- MU 7866.43 8390.87

2 | Transmission Losses in % 2.98% 10.17%

3 | Energy at Interface in MU 7632.17 7537.42
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APR FY22
| As approved
. Particulars in Tariff Order "
No. As filed
dated
09.06.2021

4 | Distribution loss 10.75% 11.32%

5 | Salesin MU
Sales to other than IP & BJ/KJ 3651.51 3617.70
Sales to BJ/KJ 95.33 95.12
Sales to IP 3064.87 2971.38
Total Sales 6811.71 6684.20

5 | Revenue
Revenue from tariff and Misc. Charges 3046.45 2996.16
Tariff Subsidy to BJ/KJ 69.50 77.90
Tariff Subsidy to IP 1860.38 1800.14
Total Existing Revenue 4976.33 4874.20
Expenditure in Rs. Crores.

6 | Power Purchase Cost 3510.22 3529.33
Transmission charges of KPTCL 490.92 494.39
SLDC Charges 3.98 3.98
Power Purchase Cost including cost of
fransmission 4005.12 4027.70

7 | Employee Cost 640.72
Repairs & Maintenance 71.25
Admin. & General Expenses 887.12 106.59
Total O&M Expenses 887.12 818.56

8 | Depreciation 198.72 346.55

9 | Interest & Finance charges

10 | Interest on Loans 146.80 135.77

11 | Interest on Working capital 105.22 118.69

12 | Interest on belated payment on PP Cost 0.00 57.04

13 | Interest on consumer deposits 36.78 29.40

14 | Other Interest & Finance charges 0.00 12.70

15 | Less: interest capitalized -12.00 -6.80
Total Interest & Finance charges 276.80 346.80

16 | Other Debits 0.00 10.18

17 | Net Prior Period Debit/Credit 0.00 0.00

18 | Return on Equity 0.00 0.00

19 | Provision for taxation 0.00 0.00

20 | Funds towards Consumer
Relations/Consumer Education 0.50 0.00
Approved Regulatory Assets as per T.0.

04.11.2020 for FY22 carrying cost 77.17 0.00

21 | Otherlncome -77.67 -293.03

22 | ARR 5367.76 5256.77

23 | Carry forward Surplus/Deficit (-) as per
APR for FY20 187.07 0.00

24 Penalty forincrease in distribution losses 0.00 0.00

25 | Less: Disallowance of capex on account
of prudence check for FY19 and FY20 0.00 0.00

26 | Net ARR 5180.69 5256.77
Surplus/-Deficit for FY22 -382.57
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Considering the revenue of Rs.4874.20 Crores against the proposed net ARR of
Rs.5256.77 Crores, CESC has indicated a gap in revenue of Rs.382.57 Crores for

FY22.

4.2 CESC’s Financial Perfformance as per Audited Accounts for FY22:

An overview of the financial performance of CESC for FY22 as per its Audited

Accounts is as given below:

TABLE - 4.2

Financial Perfformance of CESC for FY22

Amount in Rs. Crores

Actuals as per
SI. No. Particulars Audited
Accounts
Revenue Receipts
1 Revenue from sale of Power 4781.15
2 Other Income 386.08
Total Income 5167.23
Expenditure
3 Power Purchase Cost 4027.70
4 Employee Benefit Expenses 640.79
5 Depreciation 346.55
6 Finance cost-Net 260.37
7 Other Expenses 274.46
8 Total Expenditure 5549.87
9 Profit/-Loss -382.64
10 Regulatory Income / Expenses (Net) -40.26
11 Current Tax -
12 Deferred Tax --
13 MAT Credit --
14 Actuarial gains/losses on Family 007
Benefit Fund )
15 Net Loss for FY22 -422.83

As per the Audited Accounts, CESC has indicated the net deficit of Rs.422.83
Crores for FY22. The profits / losses reported by CESC in its audited accounts in

the previous years are indicated in the following Table:

TABLE-4.3
CESC’s Accumulated Profit / Losses
Particulars Smeunilin
Rs. Crores
Accumulated losses upto FY21 -1965.61
Profit / losses earned for FY22 -422 91
Accumulated Losses as at the
end of FY22 -2368.52

Chapter - 4: Annual Performance Review for FY22
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4.2.1

As seen from the above table, the accumulated losses as at the end of FY22 is
Rs.2388.52 Crores.

The Commission has taken up the Annual Performance Review for F22 in
accordance with the provisions of the MYT Regulations, duly considering the
actual revenue and expenditure booked in the Audited Accounts of CESC
against the revenue and expenditure approved by the Commission in its Tariff
Order dated 9t June, 2021 along with the other details submitted by CESC. The
item-wise review of expenditure and the revenue and the decisions of the

Commission thereon are as discussed in the following paragraphs:

Sales- Annual Performance Review of Sales for FY22:

A. Sales- Other than IP sets:

The category-wise sales approved by the Commission and the actuals for FY22

as per D-2 format are as indicated in the table below:

TABLE-4.4
Energy Sales for FY22 Approved Vs Actuals
Energy in MU
Category Approved Actuals D'ﬂ__MU
Col-1 Col-2 Col-3 Col-4 = Col3 -
Col2

BJ/KJ consuming more than

40 units/month 48.56 29.27 -19.29
LT-2a 1097.90 1109.25 11.35
LT-2b 10.70 7.91 -2.79
LT-3 348.25 317.07 -31.18
LT-4b 0.87 1.02 0.15
LT-4c 21.78 19.20 -2.58
LT-5 156.43 167.35 10.92
LT-6 WS 285.94 276.55 -9.39
LT-6 SL 123.46 117.44 -6.02
LT-7 19.33 17.41 -1.92
HT-1 485.36 497.33 11.97
HT-2a 747.39 754.19 6.80
HT-2b 136.22 103.87 -32.35
HT-2¢ 61.02 53.42 -7.60
HT-3a & b 96.08 130.64 34.56
HT-4 4.15 4.17 0.02
HT-5 2.68 6.13 3.45
Sub total 3646.12 3612.22 -33.90
BJ/KJ consuming less than

or equal to 40 units/month 95.33 95.12 021
IP 3064.87 2971.38 -93.49
Sub total 3160.20 3066.50 -93.70
Auxiliary 5.39 5.45 0.06
Grand total 6811.71 6684.17 -127.54
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The Commission had observed that there is marginal increase in sales to LT-2q,
LT-5, HT-1 & HT-2a categories and considerable increase in HT-3 category, with
respect to the approved sales. However, the Commission had noted that there

is considerable reduction in sales in LT-3, LT-4a and HT-2b categories
CESC in its filing has attributed the reduction / increase in sales to the following:

a. Reduction in sales in BJ/KJ category to the reduction in the specific
consumption.

b. Increase in LT-2a sales to the increase in number of installations.

The Commission’s preliminary observations on sales for FY22, the replies furnished

by CESC and the Commission’s views thereon are as follows:

i) The Commission had observed that CESC had not furnished the reasons for
decrease in sales in case of LT-3 category and HT-2b category. The

Commission directed CESC to analyze the same.
CESC'’s Reply:

Furnishing month-wise data for LT3 and HT2b categories, it is submitted that
when compared to actuals of FY21, the sales has increased by 11.76% and
20.52% respectively. However, the sales for the above categories as
approved by the Commission could not be achieved due to Covid-19

affecting all commercial activities during the period April to August 2021.
Commission’s Views:
The reply furnished by CESC is noted.

i) The sales, inrespect of BJ/KJ installations consuming more than 40units/month,
the specific consumption per month works out to 58.44 units/installation which
is high as compared to specific consumption of LT-2a of 43.06
units/month/installation. CESC was directed to analyze the reasons for high

BJ/KJ specific consumption.
CESC'’s Reply:

Furnishing month-wise details, which indicates specific consumption varying

from 43.43 units to 67.19 units per month per installation, it is submitted that the
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specific consumption is higher than LT2a, because the number of consumers
considered for computing BJ/KJ consumption is based on March 2022 DCB
data and the number of installations consuming more than 40 units fluctuates

from month to month.
Commission’s Views:

The Commission notes that barring the month of June 2021, in other months
the specific consumptions is in the range of 43.43 to 58.93 units per month per

installation.

B. Sales to IP sets — APR for FY22:

1. The Commission, in its Tariff Order dated 9t June, 2021, has approved the
specific consumption of IP sets as 7,216.46 units / IP / annum for the FY22,
whereas, the specific consumption as reported by the CESC, in its Tariff filing
for APR for FY22, works out to 6,838.52 (after deducting the 58 numbers of
dried-up IP installations in FY21 and 1,161 numbers of dried-up IP installations
in FY22) units / IP / annum, which indicates decrease in the specific

consumption by 377.9 units / IP / annum corresponding to 5.24%.

2. The total sales to IP sets reported for the FY22 is 2,971.38 MU as against
3.064.87 MU as approved by the Commission, which corresponds to
decrease in sales to an extent of 93.49 MU accounting for decrease by
3.05%.

3. Further, the Commission had approved 4,34,205 as the number of
installations for the FY22, whereas the actual number of installations
reported is 4,46,535 installations. The dried up IP sefs reported are 1,161
numbers for FY22. After deducting the dried-up installations, the actual
numbers of active IP set installations are 4,45,374. The difference in number
of installations between the approved and the actuals for FY22 is 11,169.
This indicates an increase of around 2.5 per cent in the number of
installations serviced, as compared to the approved number of installations
by the Commission for the FY22,

4. CESC in its replies to the observations, has submitted that, due to heavy

rainfall & floods which has resulted in decrease of agricultural activities in
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2021-22 and decrease in energy sales to irrigation pump sets. The increase
in the number of installations and decrease in energy sales as compared

to the approved figures has resulted in lower specific consumption.

The details of sales to IP sets for FY22 as approved by the Commission in its
Tariff Order 2021 and the actual sales as furnished by CESC, in its present

Tariff Filing are as follows;

As approved by the | As submitted
Particulars Commission in ARR for | by CESC for
FY22 in the TO FY 21 APR of FY22
Number of installations 4,34,205 4,45,374
Mid-year number of 4,24,705 4,34,506
installations
Specific consumption in 7.216.46 6,838.52
units / installation /
annum
Sales in MU 3,064.87 2,971.38

5. The Commission, in its tariff order 2022 has approved the total sales to IP
sets as 2,948.86 MU, with a specific consumption of 7,193.73 units per IP set
per annum, in the APR for FY21. It is observed that, there is an increase in
sales by 22.52 MU corresponding to 0.76% and a decrease in the specific
consumption by 355.21 units per IP set per annum corresponding to 4.94%
for FY22 as compared with FY21. Also, there is an increase in number of
installations by 21,737 corresponding to 5.13% for FY22 as compared to
FY21.

6. Itis noted that, CESC in the month-wise data submitted, has computed the
consumption for few feeders with negative values as calculated from the
difference of final readings and initial readings. CESC in its replies to the
observations, has submitted that in the month of June-21, the 11 KV
Cheenya feeder and in the month of March-22, 11 KV Narayanapura
feeder, the values were negative. This was due to improper tagging of
installations to the feeder. The revised consumption of 11 KV Cheenya
feeder, Dinka & Honnemadu for the month of June-21 and revised
consumption of 11 KV Narayanapura & Gowdagere for the month of

March-22 were submitted.
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7. CESC has submitted the data of GPS as on March 2022 in Annexure -1. The
Commission has observed that number of IP sets existing as on March 2022
(DCB figure) is 4,57,424 whereas in Format D-2, vide page Nos. 08 & 48, it
has submitted the number of IP sets as 4,46,535. CESC has explained that
4,57,424 numbers of IP set installations submitted vide Annexure-1 is as per
the provisional DCB and is inclusive of LT-4(c) installations pertaining to
Madikeri & Sakaleshpura Divisions. CESC has submitted the number of IP
sets for FY22 as 4,45,374 deducting 1161 numbers of dried up installations.

8. The Commission, in its previous Tariff Orders had directed CESC to furnish
the number of IP installations as per GPS survey and the IP set assessment
data, action taken to reconcile the number of IP installations with the DCB
figures. However, CESC, has not furnished the exact details of actual
number of IP installations existing in the field, working IP sets, permanently
disconnected IP sefts, in respect of both the authorized and unauthorized
categories, action taken to regularize the unauthorized IP sets and the
action taken to reconcile the data of the GPS survey with that of the DCB
figures. Therefore, the Commission, hereby directs CESC to complete the
remaining survey work and submit the details without any ambiguity in the
data of total number of existing IP sets, defunct / dried up etc., within three

months from the date of this Order.

9. Based on the above discussions and also, on a detailed verification of the
data, itis noted that the overall sales of 2,971.38 MU as submitted by CESC
for FY22, is acceptable.

Hence, the Commission decides to allow the consumption of 2,971.38 MU
claimed by the CESC in its tariff filing for FY22 with the details as follows:

raricuirs | AppraLsd el of
Number of installations 4,45,374
Mid-year number of installations 4,34,506
Specific consumption in units / 6,838.52
installation / annum
Sales in MU 2,971.38
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The Commission, after taking note of the replies furnished by CESC on the
preliminary observations on energy sales and based on the audited accounts
and the discussions made in the previous paragraphs, approves the sales for

FY22, as indicated in the following Table:

TABLE - 4.5
Approved Sales for FY22 as per APR
Energy in MU
Approved Sales
bz ey aipper Actuals
BJ/KJ Consuming more than 40
units/month 29 27
LT-2a 1109.25
LT-2b 7.92
LT-3 317.07
LT-4b 1.02
LT-4c 19.20
LT-5 167.36
LT-6 WS 276.55
LT-6 SL 117.45
LT-7 17.41
HT-1 497.33
HT-2a 754.19
HT-2b 103.87
HT-2¢c 53.42
HT-3a & b 130.64
HT-4 4.17
HT-5 6.13
Sub total 3612.25
BJ/KJ Consumi‘ng less than or 9512
equal to 40 units/month :
IP sefs 2971.38
Sub total 3066.50
Auxiliary 5.45
Grand total 6684.20

4.2.2 Distribution Losses for FY22:

The CESC, in the tariff application has reported distribution losses of 10.40% for
FY22. The computation of distribution losses for FY22 as submitted by CESC is as

under:
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Distribution loss of 10.40%

Particulars Actuals
Sales in MU (considering DCB from 6753.27
May 2021 to April 2022)
Distribution losses in % 10.40
Energy atinterface point in MU 7537.42
Total Energy requirement in MU 8390.87

The CESC in the A-1 Format has reported that the actual energy and the sales

with the distribution loss as detailed below:

Distribution loss of 11.32%

Particulars Actuals
Sales in MU 6684.20
Distribution losses in % 11.32
Energy atinterface point in MU 7537 .42
Total Energy requirement in MU 8390.87

Commission’s Analysis and Decision:

The Commission in its tariff Order 2021 has approved the distribution losses for
FY22 as under:

Figures in Percentage

Particulars FY22
Upper limit 11.00
Average 10.75
Lower limit 10.50

The Commission in its observations had directed the CESC fo submit the actual
energy from April 2021-March 2022 and month-wise actual data of energy audit
for towns and cities. The CESC, in its reply, has stated that for arriving at the
distribution loss, considered the input energy of 6684.2 MU for the period from
April 2021 to March 2022 and also submitted the month-wise actual data for

energy audit for fowns and cities.

The Commission notes that as per the division-wise losses furnished by the CESC
for FY22, the actual distribution losses in some of the divisions are ranging from
11.07 % to 14.86% for FY22. Hence, there is scope to reduce the losses further in
these divisions and therefore, CESC shall draw an action plan to reduce the
losses in these divisions. The Commission reiterates its direction to CESC to put

forth continuous efforts fo reduce the losses in these divisions.
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The Commission notes the performance of CESC in achieving the Distribution

Losses from FY14 onwards, as detailed below:

Particulars FY14 | FY15 | FY16 | FY17 | FY18 | FY19 | FY20 | FY21 FY22

Approved 15,50 | 15.00 | 14.50 | 13.25 | 13.00 | 12.75 | 12.70 | 11.50 | 10.75
Distribution
losses in %
Actual 14.73 | 13.88 | 13.60 | 13.10 | 13.20 | 12.04 | 11.12 | 12.75 | 11.32
Distribution
losses in %

In the light of the above, based on the achievement made by the CESC in
reduction of losses during the previous years and the capex incurred so far, the
Commission decides to consider and approve the actual distribution losses at

11.32% for FY22.

The Commission has taken note of the replies submitted by CESC. Considering
the distribution loss for FY22 at 11.32% which is above the upper limit of the
approved target loss of 11.00%. In terms of the MYT Regulations, the Commission
decides to impose penalty of Rs.13.00 Crores for non-achievement of approved

loss target to the extent of 0.32% as computed below.

Particulars FY22
Actual input at IF points as per audited accounts in MU 7537.42
Retail sale in MU 6684.20
Percentage distribution losses (Actual) 11.32%
Target Upper limit of distribution loss 11.00%
Target distribution loss 10.75%
Target lower limit of distribution loss 10.50%
Increase in percentage loss over the upper target 0.32%
Input atf target loss for actual sales in MU 7510.34
Increase in input due to increase in distribution losses in MU 27.08
Average cost of power purchase Rs per Unit 4.80
Penalty for increase in power purchase cost due to 13.00
increase in losses in Rs.Crores

Accordingly, with the above penalty the Commission decides to consider the

distribution loss of 11.32% for FY22.

4.2.3 Power Purchase for FY22:
a. CESC’s Submission:
The Commission, in its Tariff Order 2021, dated 9t June 2021, had approved
power purchase quantum of 7,866.43 MU for CESC at a cost of Rs.4,005.12
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Crores, indicating source-wise quantum of power purchase and cost thereon,

for FY22. CESC, in its application has submitted the details of actual power

purchase for FY22 vis-a-vis the approved figures, for the purpose of Annual

Performance Review, as under:

TABLE - 4.6
Power Purchase for FY22- Approved and Actuals
% increase
- ., (+)/decrease (-)
Approved for 2021-22 Actuals as per filing for 2021-22 Difference
Source of over approved
Generation figures

Energy | Amount | P.U. Cost | Energy | Amount | P.U. Cost | Energy | Amount | P.U. Cost Energy Amount

(in MU) | (Rs.-Cr) | (Rs/kWh) | (in MU) | (Rs.-Cr) | (Rs/kWh) | (inMU) | (Rs.-Cr) | (Rs/kWh) | (in MU) | (Rs.-Cr)
KPCL Thermal 1715.85 | 1023.51 597 | 1806.65 | 1023.70 567 | 90.80 0.19 030 | 5.29% 0.02%
CGS 2024.11 | 956.35 4.72 | 2336.66 | 1152.85 493 | 312.55 | 196.50 021 | 15.44% | 20.55%
UPCL 31712 | 183.26 578 | 117.67 | 154.23 1301 | -199.45 | -29.03 7.33 | 62.89% | -15.84%
KPCL Hydro 1967.56 | 208.76 1.06 | 233591 | _199.32 0.85 | 368.35 9.44 021 | 18.72% | -452%
(H)yfzz State 1845 | 6.6 334 | 2022| 615 304| 177| -001 030 | 958% | -0.12%
Ere]greg";"b'e 1365.94 | 618.34 453 | 167505 | 701.46 419 | 309.11| 8312 034 | 22.63% | 13.44%
potalBundied | 4s7.41 | 20694 452 | 25140 | 12324 490 | 20601 | -83.70 0.38 | -4504% | -40.45%
DSM Charges 0.00 0.00 0.00 | -20.72 -5.56 268 | 2072 -5.56 2.68
Southwestern 000 | 000 000 | 240| 190 790 | 240 | 150 7.90
Railways
Open Access 0.00 0.00 0.00 0.00 221 0.00 0.00 221 0.00
Charges
KSEB 0.00 0.00 0.00 0.89 0.70 7.86 0.89 0.70 7.86
IEX Sale/ 000 | 000 000 | 25188 | -99.48 395 | 25188 | -99.48 -3.95
purchase
Sale of Surplus
Energy through 0.00 0.00 000 | -14.29 7.40 518 | -14.29 -7.40 -5.18
PTC
Banked energy 0.00 0.00 0.00 | 53.89 0.00 0.00 | 53.89 0.00 0.00
Other Charges
(LC, Reactive, 0.00 0.00 0.00 0.00 2.35 0.00 0.00 2.35 0.00
etc.)
Energy. 0.00 0.00 000 | 8184 | 4027 492 | 8184 | 4027 492
Balancing
PCKL Charges 0.00 0.00 0.00 0.00 1.82 0.00 0.00 1.82 0.00
Transmission
Charges 0.00 | 797.53 0.00 000 | 73373 0.00 000 | -63.79 0.00 -8.00%
(PGCIL+KPTCL)
SLDC Charges 0.00 3.98 0.00 0.00 3.98 0.00 0.00 0.00 0.00 0.00%
Eﬁf}%ﬁ? 000 | 030 000 | 000 0.67 0.00 0.00 0.37 0.00 124.67%
Total 7866.43 | 4005.12 5.09 | 8390.87 | 4027.66 480 | 52444 | 22.54 029 | 6.67% 0.56%

b. Commission’s Analysis and Decisions:

1. Approved and Actual quantum and Cost of energy for FY22:

The actual power purchase quantum for FY22, as per Annual Report
submitted by CESC is 8,390.88 MU, purchased at a cost of Rs.4,027.70 Crores
as against 8,390.87 MU and Rs.4,027.66 Crores indicated respectively in the D1

Format, provided by CESC, in its replies to preliminary observations as per the
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above table. The above power purchase quantum and corresponding cost
are after considering the sale of surplus power of 270.20 MU and Rs.109.41
Crores the revenue earned thereon as against the approved quantum of
7,866.43 MU at a cost of Rs.4,005.12 Crores. This indicates that there is an
increase in the quantum of power purchase to an extent of 524.44 MU and

increase in the power purchase cost by Rs.22.54 Crores.

The increase in quantum and cost of power purchase is to the tune of 6.67%

and 0.56% respectively as compared with the approved figures.

On the increase in power purchase quantum by 524.44 MU, CESC has
submitted that, due to non-allocation of IEX sales to CESC under non-solar
category, nearly 491 MU of energy has not been accounted under |IEX sales.
Hence, CESC has not accepted the energy reconciliation done at TBC,
KPTCL, and has requested for resolving the issue. If this issue is resolved, then
actual power purchase of CESC becomes 7900 MU which is on-par with KERC
approved power purchase quantum. Further on the increase in power
purchase cost by Rs.22.54 Crores, CESC has submitted that, it is due to the
following reasons and this increase in power purchase cost is balanced by the

amount received from IEX sales:

= Procurement of energy from cogeneration units under medium term,
which amounts to Rs.58.38 Crores which is not included in Commission
approved power purchase cost.

» Under exclusive purchase from cogeneration units, there is increase in
cost by Rs.15.77 Crores over the approved figures on account of Hon'ble
KERC order dated 02.08.2022 in respect of RP No.09/2021 for
Cogeneration.

= Due to increased share allocation in respect of KPCL thermal, CGS
thermal and nuclear Stations, there is increase in power purchase cost
by Rs.113.00 Crores over the approved Power Purchase cost.

» Overdrawal of energy from ESCOMs resulting in an additional

expenditure of Rs.40.27 Crores.

Chapter - 4: Annual Performance Review for FY22 Page 25



Karnataka Electricity Regulatory Commission Tariff Order 2023 | CESC

2. CESC'’s stand on Energy Reconciliation Statement:

On the above observation, CESC has submitted that, even though CESC has not
accepted the final energy reconciliation done at O/o CEE, SLDC on 29.07.2022,
the energy quantum of 81.84 MU and cost of Rs.40.27 Crores given in the energy
reconciliation statement has been considered for closing of March final
accounts of CESC for FY22 provisionally as was done in FY20. Any difference in
cost as a result of revision of energy reconciliation will be taken into account in

the current yeari.e. FY23. The Commission notes the reply the provided by CESC.
3. Inter-ESCOM Energy Accounting below 66kV level:

The Commission notes with concern that this important aspect of metering is not
being attended to by the ESCOMs and hence, hereby directs all the ESCOMs to
ensure that proper metering arrangements are made at all the required interface
points below 66kV level in line with Central Electricity Authority (Installation and
Operation of Meters) Regulations 2006 and its amendments thereof, for proper
accounting of Inter-ESCOM Energy. The action taken in this regard should be
reported to the Commission within two months from the date of issuance of this
Tariff Order.

4. Power Procurement under medium term from cogeneration units and CESC'’s
stand on mentioning 33.41 MU under medium term from cogeneration as

unauthorized in Director’s Report, while including the same in D1 Statement:

The Commission had not approved any energy for purchase from cogeneration
unifs under medium term. However, CESC has shown purchase of 148.67 MU at
a cost of Rs.58.38 Crores in D-1 Format. Out of the above quantum of energy,
CESC has categorized 33.41 MU of energy under ‘unauthorized energy from
Cogeneration under Medium Term’ in its Director’s report without indicating any
power purchase cost towards it. In this regard, CESC was directed to provide

clarification.

On the above observation, CESC has submitted that, PPAs were executed as
per Energy Department, Govt. of Karnataka, Order No. EN PPT 2016 dated
11.11.2016 and payments effected till January / February 2022 as per Hon'ble
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High Court of Karnataka, order dated 20.07.2021 in respect of W.P. No.
6043/2021.

Further, submitted that PPAs were also executed as per Energy Department,
Govt. of Karnataka, Order No. EN PPT 2016/P2 dated 17.01.2018 and payments
effected as per Energy Department, Govt. of Karnataka, letter No. Energy 39 PPT
2020 dated 04.06.2021 and 28.01.2022. However, these generators approached
Hon'ble High Court of Karnataka, against CESC's intimation letter dated
30.03.2021 regarding termination of PPA. Hon'ble High Court of Karnataka, vide
its order dated 26.07.2021 in respect of W.P.No.101282/2021 and
W.P.No.101557/2021 and order dated 08.11.2021 in respect of
W.P.N0.103489/2021 and W.P.No.103178/2021, ordered that 'The Petition is
allowed and disposed of in terms of the order passed by the co-ordinate bench
of this court in the case of Sri. Renuka Sugars V/s State of Karnataka & others-WP
No0.6043/2021 & connected matters which were disposed off on 20.07.2021.”

The ESCOMs have filed Review Petition No.100133/2022 and 100125/2022
regarding review of judgement passed by Hon'ble High Court of Karnataka in
respect of these generators and the Hon'ble High Court of Karnataka’s decision
is awaited. Hence, energy injected beyond the PPA period i.e. 33.41 MU is
considered as unauthorized energy and payment has not been effected by
CESC as order is yet to be issued by the Hon'ble High Court of Karnataka. The

Commission notes the submission made by CESC.

5. Variation in the Variable Cost of Thermal Power Stations:

The variation in variable charges among ESCOMs in respect of all Thermal Power
Stations (KPCL, Central and UPCL) has been contfinued as it was noted from the

Tariff filing of ESCOM s for fruing up of FY22 as indicated below:
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Variable Cost (Rs/kWh) as noted from Tariff filing of ESCOMs for truing up of FY22 in respect
of Thermal Power Stations
'il;- Source/ESCOM Name BESCOM | MESCOM | CESC | HESCOM | GESCOM
A | KPCL Thermal Power Stations
1 |RIPS-1t07 3.13 3.39 | 3.39 3.75 3.37
2 | RTPS-VII 3.31 3.58 | 3.58 3.83 3.58
3 | BTPS Unit | 3.05 3.17 | 3.7 3.22 3.17
4 | BTPS Unit i 2.88 3.00 | 3.00 2.93 3.00
5 | BTPS Unit il 2.98 3.10 | 3.10 2.90 3.10
6 | Yearamurus TPS 3.35 3.11 3.07 3.00 2.90
B | Central Thermal Power Stations
1 NTPC-Ramagundam, St-1 &I 2.83 2.81 2.84 2.62
2 | NTPC-Ramagundam, St-lll 3.29 276 | 2.95 3.79
3 | NTPC-Talcher, St-i 1.68 1.77 | 1.77 _ 1.83
4 | NTPC-Simhadri 3.15 293 | 3.52 3.29
5 | NLC TPS2-Stage 1 2.64 2.66 | 2.66 2.65
6 | NLC TPS2-Stage 2 2.65 2.66 | 2.66 2.65 2.52
7 | NLC TPS-2-Expn 1 &2 2.57 2.56 | 2.57 2.54
8 | NLC TPS1-Expn 2.27 242 | 2.45 1.57 2.41
9 | Tuticorin (NTPL)1&2 3.82 3.25| 3.76 - 3.55
10 | Vallur TPS 1,2 &3 3.36 3.37 | 3.45 3.40 3.33
11 | DVC Unit-1 & 2 Koderma TPS 2.76 290 | 2.65 2.75
12 | DVC Unit-7 & 8 Mejia TPS 2.90 2.65 | 2.90 ) 2.79
13 | Kudugi TPS Unit-1,2 &3 3.98 402 | 4.21 - 3.99
14 | NNTPS 2.19 219 | 2.20 2.18 2.18
C | IPPs Major Thermal Power Station
1 | UPCL 4.54 427 | 6.10 4.93 4.68

In the Tariff Order 2022, dated 4™ April 2022, regarding variation in variable

charges among ESCOMs in respect of all Thermal Power Stations (KPCL, Central

and UPCL), the Commission had directed BESCOM to convene a coordination

meeting involving all the ESCOMs within two weeks from the issuance of the

above Tariff Order to discuss the reasons for variation of variable charges for FY21

and to arrive at the following:

a) Actual variable cost to be paid in respect of each of the power plants by

the respective ESCOM.

b) Deviations in payment of variable cost made by respective ESCOM as

against actual variable cost in respect of each of the power plants.
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Further, BESCOM was directed to submit the detailed Minutes of the meeting
involving the above details to the Commission within two weeks from the date
of conduct of meeting, for further needful action. However, BESCOM had not
conducted the said coordination meeting nor CESC or any of the other ESCOMs
have followed up with BESCOM in conduct of above coordination meeting. The
ESCOMs should understand here that the above directions were issued by the
Commission in the interest of all ESCOMs and the Commission does not approve
the inaction taken by the ESCOMs in the matter.

Further, individually all the ESCOMs were requested to provide proper reasoning
for variation in variable cost. The reasons provided by each of the ESCOMs are

as below:

BESCOM: KPCL had entrusted the verification of bills from 2005-06 to till date to
M/s Ramraj & Co, Chartered Accountants. M/s Ramraj & Co had furnished Part-
1 report which was discussed in the meeting conducted by PCKL on 19" July
2022 with ESCOMSs, KPCL and M/s Ramraj & Co. The Part-1 report is based on
opinion of Chartered Accountants but bills are yet to be verified and the same
will be furnished in “Part-2" Report later. As there are no GoK orders / KERC orders
to bill GCV as claimed by KPCL, BESCOM had contfinued to bill the GCV on
received basis. The other ESCOMs may be considering GCV as per KPCL bills. As
such, there is variation in variable cost considered by BESCOM and other
ESCOMs. Inrespect of CGS, BESCOM has considered the variable cost billed up
tfo March 2022. The revision of variable cost for the period up to March 2022 and
billed during April 2022 to July 2022 is also considered. Some of the ESCOMs have
considered the accounting year as February 2021 to February 2022. As such,
there is variation in variable cost of CGS thermal stations and UPCL among
ESCOMes.

MESCOM: KPCL has entrusted reconciliation of billing issues to M/s Ramraj & Co.,
Chartered Accountants. The Chartered Accountants has issued Part-1 of
reconciliation vide letter dated 22n@ February 2022. The audit firmis yet to furnish
detailed monthly bill calculation. In this regard, a meeting was conducted on
07 July 2022 to discuss the biling procedure. In respect of CGS the

supplementary bills related to 2021-22 received in 2022-23 were considered for
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FY22 itself. Monthly energy charges are based on the parameters and formula
as per PPA/CERC norms. MESCOM separates the inadvertent costs and arrives
at exclusive variable costs. Other costs like revisions related to previous years are

accounted under other charges.

CESC: In respect of KPCL Thermal Power Stations, except Yermarus TPS, the
variable charges as claimed by KPCL is being admitted and paid. The issues
pertaining to billing of KPCL stations, both hydel & thermal, have been entrusted
to M/s Ramragj & Co., Chartered Accountants & the verification of the bills is
underway. Once the verification is completed and accepted by ESCOMs, the
difference, if any will be accounted by CESC. Inrespect of Yermarus TPS, revision
as per KERC Tariff Order dated 17t January 2022 has been included. In respect
of CGS, the variable charge includes Income tax and others and in respect of

UPCL TPS, the variable charge includes prior period claims, PLC & others.

HESCOM: It is submitted that, reconciliation of M/s KPCL dues between M/s KPCL
and ESCOMs has been entrusted to the third-party for verificationi.e., M/s Ramrqj
& Co., Chartered Accountants, which is under process. With reference to the
CGS and UPCLTPS, variable charges admitted includes the components namely
Incentives, Compensation, SRLDC Charges and ECR revisions pertaining to
previous years admitted during FY22 where the allocation among ESCOMs differ
from previous year to FY22. Hence, there may be variation in variable cost per
unit among ESCOMs.

GESCOM: The variation in actual & approved variable charges of Thermal Power
Stations as shown in D1 format is due to allowing of following pass through
components in accordance with PPA/Tariff Orders which are included as
variable charges by generatorsi.e., changes in RLDC/SRLDC charges, RTM trade

gain share, incentive claims & variation in coal charges.

On examination of the responses from ESCOM:s, it is observed that the responses
completely differ from one another. The Commission is of the considered view
that the present situation wouldn’t have arisen if ESCOMs have reconciled power
purchase cost with concerned Generating Stations at least for the financial year

for which APR is submitted to the Commission, before its submission along with
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proper scrutiny of power purchase bills as and when they are raised. As per the
copy of the KPCL letter dated 31st October 2022, addressed to Energy
Department, Govt. of Karnataka, it is made out that services of M/s Ramraj & Co.,
Chartered Accountants towards Part-2 of reconciliation is for the billing period
from FY 2005-06 to FY 2019-20 and not up to till date (FY22) as submitted by
BESCOM.

As PCKL has been made the nodal agency to ascertain the correctness of billing
and furnish the correct bill amounts, as submitted by BESCOM, PCKL is directed

to ascertain the following:

a) The Part-2 report of the M/s Ramraj & Co., Chartered Accountants in respect
of KPCL Thermal Power Stations is cross checked for its correctness and
accordingly reconciliation as per the above report takes place between
ESCOMs and KPCL within reasonable time by submitting a copy of the abstract
of reconciliation statement to the Commission for information.

b) Convene a coordination meeting with ESCOMs for resolving differences in
respect of variable cost of CGS and UPCL TPS for the FY21, FY22 and in respect
of other previous financial years, wherein such differences exits. The
proceedings of the meeting may be submitted to the Commission for
information. Also, in the above meeting decision on reconciliation of KPCL bills
for the FY21 and FY22 needs to be taken.

6. Energy left unutilized from cheaper sources:

The Commission had observed that, when compared with approved quantum,
some quantum of energy was left unutilized from cheaper sources. In this aspect,
CESC has held ‘SLDC' completely responsible, while listing out the functions of
SLDC in accordance with the Electricity Act-2003 and has submitted that,
ESCOM-wise optimization will not be possible till the implementation of Intra state

ABT. The Commission notes the submission made by CESC.

7. Increase in per unit cost of Variable Charges of TPS:

The CESC was directed to explain the reasons for overall increase in per unit cost

of variable charges in respect of KPCL, Central and UPCL Thermal Power Stations
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(TPS) against the approved values. For which, CESC has submitted the same
reasons submitted for the observations on variation in variable cost of Thermal
Power Stations among ESCOMs. It clearly shows that CESC simply passing the
power purchase bills without analysing the reasons for increase in variable cost.
This is not acceptable and CESC should understand the observations made by
the Commission. The Commission directs CESC to analyse the reasons for above
increase in per unit cost of variable charges and to submit the same to the
Commission within two weeks from the issuance of this Tariff Order. Failure of the

same, will lead to further necessary action at the Commission end.

8. Payment of Capacity Charges for KPCL hydro power plants and Jurala Hydro

Electric Station:

The CESC has claimed capacity charges of Rs.19.35 Crores and variable cost of
Rs.179.98 Crores for KPCL Hydro, whereas the Commission in its approval has
allowed only variable charges of Rs.208.76 Crores. On the reason for
consideration of payment of capacity charges, CESC has submitted that, KPCL
is claiming the capacity charges of hydel stations as per Article 4.3 of PPA dated
24.05.2010 and KERC Order dated 25.02.2015 in respect of VVNL stations. For the
year 2021-22, KPCL has submitted the statement of estimated recoverable
capacity and energy charges vide letter No. A1 Q5 D/84 dated 29.04.2021 and
based on this statement, month-wise capacity charges and energy charges
have been calculated by KPCL and bills were issued to CESC. As the capacity
charges have been claimed by KPCL the same has been accounted by CESC.

The Commission notes the CESC's response.

Further, CESC has claimed capacity charges of Rs.5.60 Crores in respect of
Jurala Hydro Electric Station, whereas the Commission, in its approval has
allowed only variable charges of Rs.5.71 Crores. On the reason for consideration
of payment under capacity charges, CESC has submitted that, monthly power
purchase bills of Priyadarshini Jurala Hydro Electric Scheme (HES) are being
processed by M/s PCKL on behalf of ESCOMs and the amount as intimated by
PCKL is being accounted and paid by ESCOMs. PCKL is verifying and processing
the bills as per the order of Telangana State Electricity Regulatory Commission
(TSERC) dated 05.06.2017 in which the capacity charges to be paid to M/s
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Priyadarshini Jurala HES has been approved. Irrespective of energy generated
and supplied by the firm, the monthly minimum charges i.e., the capacity
charges as approved by TSERC has to be paid and hence amount so paid by
CESC has been accounted as capacity charges. The Commission notes the

CESC's response.

9. Reason for underutilization of bundled power:

The CESC was directed fo furnish the reason for underutilization of bundled
power to an extent of 206.01MU compared to the approved quantum. Inreply,
the CESC has submitted that, the bundled power from NTPC-VVNL and NTPC-
NSM has been accounted and paid for FY22 as per the percentage of allocation
as ordered in Govt. of Karnataka Order No. ENERGY 120 PSR 2021 Bengaluru
dated 25.03.2021 which was revised again as per Govt. of Karnataka letter No.
ENERGY 202/ PSR 2021 Bangalore dated 29.07.2021. The energy from coal
sources of NTPC-NSM has been surrendered w.e.f. 14.07.2021. Because of this,
only 58.93 MU of energy has been received by CESC as against the KERC
approved quantum of 233.83 MU from coal portion of NTPC-NSM resulting in
under supply of 174.90 MU in FY22. Further, there is an under supply of 10.98 MU
from coal portion of NTPC-VVNL and under supply of 20.13 MU from solar portion
of NTPC-NSM and NTPC-VVNL during FY22 against the KERC approved energy.
In respect of above submission, the Commission directs CESC to ascertain that
the surrendered energy from coal sources of NTPC-NSM is based on commercial

principles.

10. Analyzing the reasons for Deviations and Action taken to reduce such

Deviations:

CESC in the D-1 Format has indicated, DSM charges of Rs.-5.56 Crores against -
20.72 MU, which works out to Rs.2.68/unit. In this regard CESC was directed to
provide its reply on whether CESC is analyzing the reasons for such deviations on
regular basis and what is the action being taken/recommendation by CESC for
reducing such deviations, in consultation with SLDC. In reply, CESC has
submitted that, SLDC is responsible for carrying out real time operation for grid

control and despatch of electricity within the State through secure and
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economic operation of the State Grid in accordance with the Grid standards
and State Grid Code. Hence, ESCOMs are not authorized to interfere in the
functions of SLDC. The CESC shall understand here that in order to reduce the
deviations ESCOMs needs to analyse the reasons for deviations and steps needs

to be taken accordingly.

11. Charges claimed against SWR, OA, KSEB:

The CESC has claimed variable charges of Rs.-1.90 Crores for -2.40 MU against
South Western Railways(SWR), capacity charges of Rs.2.21 Crores against Open
Access (OA) without mentioning the corresponding details of energy and
variable charges of Rs.0.70 Crores for 0.89 MU against Kerala State Electricity
Board(KSEB). These were not approved by the Commission in the Tariff Order

2021 and hence, CESC was directed to provide clarification in this regard.

In reply, CESC has submitted the following:

= CESC has received Rs.1.90 Crores for 2.40 MU towards DSM charges from
M/s. South Western Railways through SLDC. Govt. of India, vide letter
No.SRPC/SE-1/54/UA/2017-18 dated 28.09.2017 has allocated 540 MW (35
MW in Karnataka) of power from RGPPL to Indian Railways.

= CESC has accounted capacity charges of Rs.2.21 Crores against
Transmission charges (Open Access Charges) for purchase of power from
M/s. Damodar Valley Corporation, for energy traded by PCKL through IEX
and PXIL and sale of surplus energy (Pooled RE Solar).

» CESC has incurred variable charges of Rs.0.70 Crores for 0.89 MU against
KSEB for purchase of power to facilitate power to the consumers of Karike

vilage of Madikeri district located at the border area close to Kerala.

The Commission notes the CESC's response.

12. Sale of Energy:

The CESC has accounted energy of -251.88 MU with variable charges of Rs.-
99.48 Crores and energy of -14.29 MU with variable charges of Rs.-7.40 Crores

against ‘IEX" and ‘sale of surplus energy’ respectively. CESC, was directed to
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provide the breakup of sale and purchase of energy under IEX and the platform
under which ‘sale of surplus energy’ is carried out. If the latter fransaction is
carried out under IEX, why it is indicated separately instead of summing up under
‘IEX".

In reply, CESC has provided the breakup of sale and purchase of energy under
IEX as per the table below and submitted that it has accounted ‘sale of surplus
energy’ separately for energy of 14.29 MU with variable Charges of Rs.7.40 Crores
against Pooled RE-Solar energy of ESCOMs sold to Himachal Pradesh State
Electricity Board Limited through PTC by PCKL for the period from 21.10.2021 to
31.03.2022.

IEX Sale/Purchase | Quantumin MU | Cost-Rs. in Crs.
IEX Sale -255.91 -102.01
IEX Purchase 4.03 2.53

The Commission notes the CESC's response.

13. Banked energy:
The CESC has accounted 53.89 MU towards banked energy without mentioning
any cost fowards it and hence was directed to clarify the same. In reply, CESC
has submitted that, it has accounted banked energy of 53.89 MU for the purpose
of energy reconciliation for the FY22. Since the energy has been received and
utilised by CESC, the same has been accounted based on ‘B’ forms and O.M.
copies issued to various Wheeling and Banking generators. But the invoices for
this banked energy have not been received from the concerned generators
and hence no payment is made in respect of this energy. As and when the
invoices for this energy are received payment will be arranged as per KERC

Regulations. The Commission notes the CESC's response.

14. PCKL and ‘Other Charges’:

CESC has accounted Rs.-2.35 Crores towards Other Charges (LC, Reactive, etc.)
and Rs.1.82 Crores towards PCKL Charges, which were not part of the approval
of the Commission and hence CESC was directed to provide clarification in this

regard. In reply, CESC has submitted that, it has incurred the said charges as
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additional / supporting charges connected to power purchase made through
various Generators and Traders and energy received through Transmission

Licensees. The Commission notes the CESC's response.

15. PGCIL Charges:

CESC was directed to provide the reasons for reduction of PGCIL charges to
Rs.239.34 Crores from approved charges of Rs.306.61 Crores even when there is
increase in drawal of energy from central generating stations from 2024.11 MU
to 2336.66 MU excluding bundled power. In reply, CESC has submitted that,
computation of fransmission charges by CTUIL (formerly PGCIL) with effect from
01.11.2020 is based on hybrid methodology, as per CERC (sharing of Inter-state
tfransmission charges and losses) Regulations 2020. This has resulted in reduction

of charges. The Commission notes the CESC's response.

16. Backing Down of Power:

The CESC is silent on the power backed down during FY22. Itis to be noted here
that, the State ESCOMs have backed down power to an extent of 25,956 MU
during FY22 as per the information provided by SLDC. This factor needs to be
considered by the State ESCOMs including CESC before considering any power
procurement and should take measures to reduce/utilize power backed down
on commercial principles, considering reliability of the State grid into
consideration. The PCKL shall guide ESCOMs and should take responsible

measures in this aspect.

17. Accuracy of Demand-Supply projections:

The Commission directs all ESCOMSs to provide correct data for demand/supply
projections including in respect of Electric Power Survey (EPS) Reports, Load
Generation Balance Reports (LGBR), etfc., as the correct data will ensure
accuracy in demand/supply projections. Further, the Commission directs, all the
ESCOMs/PCKL/SLDC to conduct proper demand-supply projections at specific
time intervals for ensuring reliability in supply and avoid stranded generation

capacities.
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18. Source-wise Generation:

On an analysis of the source-wise approved and actual power purchase, it is
observed that, there are deviations in the quantum of energy purchased and
cost thereon. There is increase in supply of energy from the KPCL Thermal, KPCL
Hydel, CGS, Renewal energy sources of power and from other State hydro

projects. Whereas, there is decrease in the supply from the UPCL and Bundled

Power as indicated below:

Approved Actual Energy ::grei'fsgl(l-'-()/)
Source of Generation Energy. for for 2021-22 in Energy in
2021-22 in MU MU 7
KPCL-Thermal Stations 1715.85 1806.65 5.29%
CGS 2024.11 2336.66 15.44%
UPCL 317.12 117.67 -62.89%
KPCL Hydel Stations 1967.56 2335.91 18.72%
Other State Hydro 18.45 20.22 9.58%
Projects
RE Projects 1365.94 1675.05 22.63%
Total Bundled Power 457 41 251.40 -45.04%
Others -152.68
Total 7866.43 8390.87 6.67%
Excess
:rﬁg[zﬁ:r Actual Amount (+)/
Source of Generation . for 2021-22 in | Shorifall (-)
2021-22 in Rs. s
Rs. Crores Amount in
Crores 7
KPCL-Thermal Stations 1023.51 1023.70 0.02%
CGS 956.35 1152.85 20.55%
UPCL 183.26 154.23 -15.84%
KPCL Hydel Stations 208.76 199.32 -4.52%
Ofher State Hydro 6.16 6.15 0.12%
Projects
RE Projects 618.34 701.46 13.44%
Total Bundled power 206.94 123.24 -40.45%
Transmission Charges
POCILAKPICL) 9 797.53 733.73 -8.00%
Others 4.28 -67.02 | -1665.25%
Total 4005.12 4027.66 0.56%

However, the total power purchase cost has not increased in proportion fo

increase in total actual energy, instead there is reduction in increase in total
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power purchase cost compared to the proportion of increase in total actual
energy. Further, decrease in the PGCIL charges to an extent of Rs.67.27 Crores
have majorly resulted in decrease in per unit cost from Rs. 5.09 per unit
(Approved) to Rs.4.80 per unit, as per actuals. However, the Commission directs
CESC to ensure that the amount paid towards PGCIL charges are thoroughly
verified as per the CERC approved methodology in terms of CERC (sharing of
Inter State Transmission Charges and related matters) Regulations 2020 and its
amendments from time to time and make sure such amount arrived is prudent.
Further, energy to the extent of 270.20 MU has been sold outside, much
importance should be given towards it considering commercial principles and
reliability of the State Grid.

19. CESC shall ensure that in future, all the costs related to power purchase for a
financial year, for which APR is being submitted before the Commission, are
reconciled between the ESCOMs and concerned Generation
Stations/Transmission Utilities/State Load Despatch Centres etc. and checked for
its correctness before its submission. PCKL is directed to ensure co-ordination
meetings at regular intervals is held in this aspect and copy of the proceedings
of such meeting shall be submitted to the Commission for information. Further,
in the above meeting attention shall be given to all the aspects discussed in the
above paras including energy reconciliation, variation in DSM charges between

ESCOMs and other relevant subjects.

20. In the circumstances explained above, considering the consolidated replies
provided by ESCOMs in respect of Energy Reconciliation Statement, Power
procurement under medium term from cogeneration power plants, amount as
per audited accounts and in view of fact that the power purchase is un-
controllable cost as per MYT Regulations, the Commission hereby decides to
approve the actual power purchase cost of Rs.4,027.70 Crores towards purchase
of 8,390.87 MU for FY22 subject to the following:
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a) Revision of Energy Reconciliation Statement among ESCOMs for FY22, if any.

b) Subject to outcome of the orders on the petitions/review petitions filed in

respect of power procurement under medium term from cogeneration power

plants.

c) The decision, if any, of the Commission (KERC) in respect of tariff regarding

power procurement under medium term from cogeneration power plants.

4.2.4 RPO Compliance:

CESC furnishing the details of RPO compliance for FY-22, has stated that it has

met both solar and non-solar RPO.

The observations of the Commission on RPO and the replies furnished by CESC

are as under:

1. CESC shall indicate how much of hydro energy is added or subtracted under

energy balance.

CESC has furnished the following details:

Ik Particulars FY22

No.
1 Total Energy of CESC 8648.94
2 | KPCL Hydel 2421.306
3 Priyadarshini Jurala 15.642
4 | 1B Dam 4.170
5 | Total energy excluding Hydro (1-2-3-4) | 6207.822
6 | Mani Dam 1.971
7 | Shimsha 4.335
8 | Actual Energy excluding Hydro 6214.128

including Shimsha & Mani dam (5+6+7)

The Commission notes that CESC has not furnished the break up for the

quantum of hydro included in the energy balancing carried out among

ESCOMes.

2. CESC shall furnish the breakup details for arriving at 5956.06 MU as the power

purchase quantum for RPO purpose.
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CESC inits reply has furnished the following break up:

Sl. No. Particulars FY22
1 Total Energy of CESC 8648.94
2 KPCL Hydel 2421.306
3 Priyadarshini Jurala 15.642
4 B Dam 4.170
5 Total energy excluding Hydro (1-2-3-4) | 6207.822
6 Mani Dam 1.971
7 Shimsha 4.335
8 Actual Energy excluding Hydro 6214.128
including Shimsha & Mani dam (5+6+7)
9 IEX -270.204
10 SRTPV 12.137
11 Net Actual Energy (8+9+10) 5956.06

3. At page 21, the Non-solar energy procured is indicated as 723.59 MU,
whereas, as per Table-A page-12 to 17, the non-solar energy purchased is as

follows:

Generation source MU
Medium term co-gen 148.67
CO-gen others 47.80
Biomass 4.87
Mini-hydel 290.58
Wind 178.72
Banked 53.801
Total as per Table-A, page-12to 17 724.441
Add Mani 2.15
Add Shimsha 4,607
Grand Total 731.198

The CESC was directed to reconcile the non-solar energy purchased with final

audited accounts data.

CESC in its reply has furnished the following details:

S| As per Hon’ble | Compliance
: Particulars KERC as per CESC Remarks
No. .
Observations
p | Medium Term 148.67 148.67
co-gen
2 | Co Gen Others 47.80 47.80
3 | Bio-Mass 4.87 4.87
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The APPC energy of 7.595
MU (included in Mini Hydel
fotal energy) has to be

4 | Mini Hydel 290.58 282.98 deducted from ftotal mini
hydel energy i.e. (290.58-
7.595 =282.98)
5 | Wind mill 178.72 178.72
6 | Banked Energy 53.801 53.801
Total as per
7 | Table-A, Page- 724.441 716.84
12t0 17
8 | Add Manidam 2.15 2.15
? | Add Shimsha 4.607 4.607
10 | Grand Total 731.198 723.60

4. At page 21, the Solar energy procured is indicated as 1052.66 MU, whereas as

per Table-A page-12 to 17, the solar energy purchased is as follows:

Generation source MU

Solar PPA 992.29
NTPC VVNL 10.39
NTPC NSM 143.51
Solar Roof-Top 12.14
Solar-Banked 0.089
Total as per Table-A, page-12to 17 1158.419
Less APPC 3.19
Less Energy sold at Green tariff 105.751
(3.189MU) & GTAM (102.562 MU)

Grand Total 1049.478

The CESC was directed to reconcile the solar energy purchased with final
audited accounts data. Also the quantum of 3.19 MU under APCC is not
indicated in Table-A.

The CESC was also directed to furnish the breakup details of Green energy
(Solar and Non-solar) sold and purchased in the market (through Energy

Exchanges) for FY22.

CESC inits reply has furnished the following:

. Compliance
SI. No. Particulars MU as per CESC Remarks
] Solar PPA 992.29 992.29
2 NTPC VVNL 10.39 10.39
3 NTPC NSM 143.51 143.51
4 Solar Roof Top 12.14 12.14
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5 Solar Banked 0.089 0.084
Total as per
6 Table-A, Page-12 1158.419 1158.414
to 17
*See
7 Less APPC 3.19 0 Compliance
note
Less energy sold
8 at green tariff 105.751 105.751
and GTAM
9 Grand Total 1049.478 1052.663

*Compliance Note: The solar energy mentioned under SI. No.5. i.e. 3.19MU is not purchased under

APPC but it is the energy sold by CESC under Green tariff. It is wrongly mentioned under SI. No.5.

However, same is mentioned under SI. No.6 as sold under Green tariff in page No.21.

The Green energy sold in the market is as follows:

SI. No. Month /Duration AT Sk
In Kwh
GTAM Solar
] Apr-21 4329820
2 May-21 2198898
3 Jun-21 5371408
4 Jul-21 13767333
5 Aug-21 14043960
6 Sep-21 25194703
7 Oct-21 9823983
8 Nov-21 9030218
9 Dec-21 2528952
10 Jan-22 42722
11 Feb-22 102821
12 Mar-22 0
GTAM Solar Total 86434818
GDAM Solar
1 Oct-21 411274
2 Nov-21 5549019
3 Dec-21 5870771
4 Jan-22 694458
GDAM Solar Total 12525522
DAC Solar
1 Dec-21 3145880
2 Jan-22 18927
3 Feb-22 437167
DAC Solar Total 3601974
Grand Total(GTAM+GDAM+DAC) 102562314
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Solar Energy sold by CESC under Green Tariff;
‘;I'o Name of the Consumer Energy
M/s. Mahindra Holiday Resorts India Ltd
1| \Virgjpet] (RR No.VHT-25) 807968
M/s. Mahindra Holiday Resorts India Ltd
2 | (Madikeri) (RR No.MHT15) 555985
M/s. Bank Note Paper Mill India Pvt Ltd (RR
3 | No.VVEHT-278) 1825488
TOTAL 3189441

However, green energy is not purchased in the market for FY22.

5. For validating the RPO compliance and to work out APPC, CESC was directed

to furnish the data in the specified format, duly reconciling the data with

audited accounts for FY22 clearly indicating the banked energy, IEX energy

etc., explicitly.

CESC inits reply has furnished the following:

Non-solar RPO:

TABLE - 4.7
Non Solar RPO Compliance (CESC’s Submission)
SI. Particulars Quantum in Cost-Rs.
No. MU Crs.
Total Power PUI:ChOSG quantum from all 5956.06 3721 83
] sources excluding Hydro energy
Non-Solar Renewable energy purchased
under PPA route at Generic tariff including 521.127 189.85
2 Non-Solar RE purchased from KPCL
Non-Solar Short term purchased from RE
sources, excluding sec-11 purchase. 148.67 58.38
3 (Medium term Co-gen)
Non-Solar Short term purchased from RE
0 0.00
4 sources under sec-11
5 Non-Solar RE purchased at APPC 7.59 2.58
Non-Solar RE pertaining to green energy sold 0 0.00
6 to consumers under green tariff )
Non-solar RE purchased from other 0 0.0
7 ESCOMs/Market )
8 Non-Solar RE sold to other ESCOMs/market 0 0.00
Non-Solar RE purchased from any other
source like banked energy purchased at 85% 53.801 0.00
9 of generic tariff
Total Non-Solar RE Energy purchased
10 | (No 2+N0.3+No.4+No0.5+No.7+No.9) 731.188 250.82
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SI. . Quantum in Cost-Rs.
No. Particulars MU Crs.

Non-Solar RE accounted for the purpose of
11 RPO (No.10-N0.5-N0.6-No.8) 723.598 248.24
Non-Solar RPO complied in %
12 | (No.11/No.1)*100 12.149%
b. Solar RPO:
TABLE - 4.8
Solar RPO Compliance (CESC’s Submission)
; Quantum in Cost-Rs.
SI. No. Particulars MU Crs.

: Total Power Purch.ose qguantum from 5956.06 3721 83
all sources excluding Hydro energy
Solar energy purchased under PPA

2 route at Generic tariff including Solar 992.29 45401
energy purchased from KPCL
Solar energy purchased from Short

3 . 0 0.00
Term, excluding sec-11 purchase.

4 Solar Short term purchased from RE 0 0.00
sources under sec-11

5 Solar energy purchased under APPC 0 0.00
Solar energy pertaining to green

6 energy sold to consumers under green 3.19 0.16
tariff
solar energy purchased from other

/ ESCOMs/Market 0 0.00
Solar energy sold to other

8 ESCOMs/Market 102.562 41.84

9 Solar energy purchased from NTPC (or 153.89 81.74
others) as bundled power
Solar energy purchased from any
other source like banked energy

10 purchased at 85% of Generic 12.22 3.74
tariff(Banked Energy 0.084+SRTPV
12.137)
Total solar energy purchased

11 (No 2+No.3+No.4 +No.5+No.7+ No.9+ 1158.400 539.49
No.10)
Solar energy accounted for the

12 purpose of RPO (No.11-No.5-No.4- 1052.64 497.50
No.8)
Solar RPO complied in %

13| (No.12/No.1)*100 17.67%

Commission’s decision:

The Commission notes that CESC has not furnished the details of hydro energy
included in the energy balance out of the total quantum of 81.835 MU. In
absence of data the Commission, has proceeded without considering the

same.
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The replies furnished by CESC is noted and the RPO compliance based on the
replies furnished and considering the audited accounts data, is discussed in the

following paragraphs:
i) Input energy net of hydro:

The input energy net of hydro is computed as indicated below:

1 Input energy-MU 8390.87

2 | KPCL hydro including Shimsha & 2335.908
Mani-MU

3 | Shimsha & Mani-MU as per replies 6.757

4 | KPCL hydro excluding Shimsha & 2329.151
Mani-MU (SI. No.2-SI.No.3)-MU

S5 | Other Hydro-MU 20.217

6 | Hydro under energy balance 0.00

7 | Total hydro-MU (SI. No.4+SI.No.5)-MU 2349.368

8 | Input energy net of Hydro- MU (SI. 6041.502
No.1-SI.No.7+SI.No.6)

Note: CESC has not furnished the quantum of hydro included in energy balance and
hence considered as zero.

ii) Non-solar RPO compliance

The Non-solar quantum purchased as per audited accounts / Table -A is as

follows:
Source Y
Co-generation PPA 47.80
Co-generations Others 148.667
Bio-mass 4.87
Mini hydel 290.58
Wind 178.72
Shimsha & Mani 6.757
Banked energy 53.801
Less Non-solar energy sold in market 0.00
Less energy under APPC -7.59
TOTAL- Non-solar purchased 723.605

Considering the input energy net of hydro of 6041.502 MU and the non-solar
energy of 723.605 MU, the CESC has complied with RPO to the extent of 11.98%
against the target of 12% for FY22. Thus, CESC against the target of 724.980MU
has met 723.605MU and therefore, there is a shortfall of 1.375 MU in meeting non-

solar RPO. However, as per the extant Regulations, the above
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shortfall of 1.375MU is set off against the excess solar energy available after

meeting the solar RPO. Thus, CESC has complied with non-solar RPO for FY22.

iii) Solar RPO compliance

The Solar quantum purchased as per audited accounts / Table - Ais as follows:

Source MU
Solar PPA 992.288
NVVN - Bundled 10.39
NSM - bundled 143.51
SRPTV 12.137
Banked energy 0.084
Less Solar energy sold in market -102.56
Less green energy sale -3.19
TOTAL solar purchased 1052.659

Note: PCKL has informed that neither solar nor non-solar energy is
purchased from exchanges/market. Hence, solar or non-solar energy

purchased from exchanges/market is considered as Zero.

Considering the input energy net of hydro of 6041.502 MU and the solar energy
of 1052.581MU, the CESC has complied with RPO to the extent of 17.42% against
the target of 10.50% for FY22. Thus, CESC has purchased 418.301 MU of excess
solar energy beyond the specified target. After adjusting 1.375MU, the net
excess solar energy is 416.926MU (416926 MWh). Hence, CESC has met the solar
RPO for FY22.

Operation and Maintenance Expenses:

CESC’s Submission:

CESC., inits Petition, has requested to approve O&M expenses of Rs.818.56 Crores
for FY22 as against the approved O&M expenses of Rs.887.12 Crores. The break-
up of O&M expenses as claimed by CESC for FY22 is tabulated below:

TABLE - 4.9
O & M Expenses — CESC’s submission

Amount in Rs. Crores

Particulars FY22
Employee cost 640.72
Repairs and Maintenance 71.25
Administrative & General Expenses 106.59
Total O & M Expenses 818.56
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CESC in its Petition, has submitted that the normative O&M expense for FY22
works out to Rs.802.71 Crores considering Weighted Inflation Index of 7.96% and
Consumer Growth Index of 4.23%. However, considering the actual employee
cost of Rs.640.72 Crores, R&M cost of Rs.71.25 Crores and A&G expenses of
Rs.106.59 Crores, the total O&M expense incurred for FY22 is Rs.818.56 Crores.

CESC has requested the Commission to consider the actual O&M expenses of
Rs.818.56 Crores for truing up for FY22.

Commission’s Analysis and Decisions:

The Commission, in its Tariff Order dated 9 June, 2021 had approved the O&M

expenses as detailed below:

TABLE-4.10

Approved O&M Expenses
(Amount in Rs. Crores)

Particulars FY22
No. of installations as per actuals as per Audited
Accounts 3528047
Weighted Inflation Index 7.9586%
CGl based on 3 Year CAGR 3.69%
Base Year O&M expenses projected as per actuals
of FY20 (Rs. Crores) 738.32
Total approved O&M Expenses for FY22 in
Rs. Crores. 887.12

The Commission in its preliminary observations, has observed that CESC has
indicated Rs.159.05 Crores and Rs.189.04 Crores towards terminal benefits for
FY22 and FY24. CESC was directed to submit the computation sheet for claiming
these amounts, along with the Actuarial Valuation Report, for the relevant

period.

CESC in its replies, has submitted the computation sheet & actuarial valuation
report for claiming the terminal benefits for FY22. Further, CESC has informed
that the projected amount has been calculated considering weighted inflation
index of WPI & CPI amount availed for FY22.

The Commission has taken note of the replies furnished by CESC. The
Commission, in accordance with the provisions of the MYT Regulations and the

methodology adopted while approving the ARR for FY22 and earlier APRs,
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hereby determines the normative O&M expenses based on the 12 year data of
WPl and CPI besides considering 3-year Compounded Annual Growth Rate
(CAGR) of consumers. The inflation rate to be allowed for FY22 is computed by
considering the Wholesale Price Index (WPI) (as per the data available from the
Ministry of Commerce & Industry, Government of India) and Consumer Price
Index (CPI) (as per the data available from the Labour Bureau, Government of
India) and adopting the methodology followed by the CERC with CPI and WPI

in a ratio of 80:20, is tabulated below:

TABLE - 4.11
Inflation to be allowed for FY22
. Product
Year |WPI |cCPI g:rgfosﬂe YH/Y1=Rt | Ln Rt 1’;‘“’ | 1)
(LnR1)]

2010 89.7 61.1 66.82
2011 98.2 66.5 72.84 1.09 | 0.09 1 0.09
2012 105.7 72.7 79.3 1.19 | 0.7 2 0.34
2013 111.1 80.6 86.7 1.30 | 0.26 3 0.78
2014 114.8 85.7 91.52 1.37 | 0.31 4 1.26
2015 110.3 90.8 94.7 1.42 | 0.35 5 1.74
2016 110.3 95.3 98.3 1.47 | 0.39 ) 2.32
2017 1141 97.6 100.9 1.51 | 0.41 7 2.88
2018 1189 | 1024 105.7 1.58 | 0.46 8 3.67
2019 121.2 | 110.2 1124 1.68 | 0.52 9 4.68
2020 121.8 1163 117.4 1.76 | 0.56 10 5.64
2021 135.0 \ 122.0 124.6 1.86 | 0.62 11 6.85
A= Sum of the product column 30.25
B= 6 Times of A 181.51
C= (n-1)*n*(2n-1) where n= No of years of data=12 3036.00
D=B/C 0.06
g(Exponential factor)= Exponential (D)-1 0.0616
e=Annual Escalation Rate (%)=g*100 6.1611

As per CERC Notification No.Eco T / 2022-CERC dated 30.03.2022 with

weightage of 80% on CPI and 20% on WPI

While determining the normative O & M expenses for FY22, the Commission has

considered the following:

a) The actual O & M expenses as per the audited accounts for FY19 as the base
year O&M expenses and the normative O&M expenses of FY20 and FY21
excluding contribution to Pension and Gratuity Trust.

b) The three-year compounded annual growth rate (CAGR) of the number of
installations considering the actual number of installations as per the audited
accounts up to FY22 at 4.23%.
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c) The weighted inflation index (WII) at 6.1611% as computed above.

d) Efficiency factor at 2% as considered in the earlier control periods.

Thus, the normative O & M expenses for FY22 is as follows:

TABLE - 4.12
Normative O & M Expenses for FY22

Amount in Rs. Crores

Particulars FY22

No. of Consumers as per audited accounts 3583588
Compounded Annual Growth rate in % (CAGR) of 4.23%
No. of Installations as per actuals / projections

Inflation Index in % 6.1611%
Efficiency Factor as per MYT Regulations 2%
Allowable normative O&M Index= 0&M (1- 740.44
1)*(1+WII+CGI-X)

The above normative O&M expenses have been computed without considering
the contribution of terminal benefits to P&G Trust for FY22. Thus, the allowable

normative O&M expenses works out to Rs.740.44 Crores for FY22.

The Commission notes that, as per the audited accounts, CESC has incurred the
additional employee cost of contribution of Terminal benefits to P&G Trust of
Rs.158.73 Crores for FY22. Thus, the Commission as per the provisions of MYT
Regulation has decides to consider the conftribution of terminal benefit to P&G

Trust of Rs.158.73 Crores as the uncontrollable O&M expenses for FY22.

Thus, the allowable O&M expenses along with the additional employee cost

towards contribution of terminal benefits to P&G Trust for FY22 is as under:

TABLE - 4.13
Allowable O & M Expenses for FY22

Amount in Rs. Crores

o1k Particulars FY22
No.
1 Normative O & M expenses 740.44
2 Additional employee cost (contribution to P&G Trust) 158.73
3 Total Allowable O&M expenses for FY22 899.17

The Commission notes that, CESC in its filing has claimed the O&M expenses of
Rs.818.56 Crores as per audited accounts which also includes the contribution of
terminal benefits to P&G Trust of Rs.158.73 Crores towards P&G Trust for FY22. The

Commission further notes that, as per the audited accounts and the other details
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4.2.6

submitted by CESC, the actual total O&M expenses by including the contribution
of terminal benefit to P&G Trust for FY22 is Rs.818.59 Crores.

As the O&M expenses are conftrollable expenses as per the provision of MYT
Regulation, allowing the O&M expenses beyond the actual O&M expenses
incurred would be a burden to the end consumers. Thus, the Commission by
considering the submission of CESC to allow the actual O&M expenses in order
to reduce the incurred burden on the consumers, decides to allow the actual
O&M expenses (inclusive of contribution of terminal benefits to P&G Trust) of
Rs.818.59 Crores for FY22.

Thus, the Commission by considering the request of CESC, decides to allow the
actual O&M expenses of Rs.818.59 Crores for FY22.

Depreciation:
CESC'’s Submission:

CESC, in its Petition, has claimed an amount of Rs.346.55 Crores as depreciation
without considering the depreciation of Rs.84.89 Crores on asset created by
consumer contribution / grants as against Rs.198.72 Crores approved by the

Commission for FY22.

The asset-wise depreciation claimed by CESC are as follows:
TABLE -4.14
Depreciation for FY22- CESC’s Submission

Amount in Rs. Crores

FY22
Particular
Depreciation
Buildings 5.97
Land and rights 0.05
Hydraulic/Civil 0.28
Other Civil 0.15
Plant & M/c 68.80

Towers, Poles, fixture, overhead

conductors, UG cables and devices 264.37
Vehicles 0.59
Furniture 3.47
Office Equipment 0.91
Infangible assefts 1.95
Total 346.55
Depreciation on assets created out of

0 84.89
Consumer contribution/ grants
Net Depreciation 261.66
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Commission’s Analysis and Decisions:

The Commission in its preliminary observations, has observed that CESC, in its
filing has indicated opening and closing balance of GFA amounts under Format
D-15. However, the GFA created out of consumer contribution & grants were
not mentioned. Accordingly, CESC was directed to furnish the revised D-15
Format, duly indicating the opening & closing balances, additions, retrement of
assets created out of consumer contribution & grants for the FY22, FY23 and FY24
in order to verify the compliance of the directive of the Hon'ble ATE Order in OP

46/2014 and for allowing the net depreciation on the GFA thereon for FY22.

As directed by the Commission, CESC in its reply to the preliminary observations,
has submitted that it has adopted income approach for reducing the grants

subsidies received on capital assets along with the requisite details.

The Commission notes that CESC, in its application has claimed Rs.346.55 Crores
as depreciation without factoring the depreciation on assets created out of

consumer contribution / grants for FY22.

The Commission, notes that as per the audited accounts, the gross depreciation
on the gross fixed assets for FY22 is Rs.346.55 Crores. However, as per Note 31
under ‘other income’ of the Audited accounts, the depreciation on assets
created out of consumer conftribution / grants as per the Accounting Standard
AS-12 has been accounted for Rs.84.8864 Crores for FY22. The Commission in
accordance with the provisions of the KERC (Terms and Conditions for
Determination of Tariff for Distribution and Retail Sale of Electricity) Regulations,
2006 and amendments thereon, has computed the depreciation for FY22 duly
considering the opening and closing balances of gross blocks of fixed assets for
FY22 and the depreciation as per audited accounts. Accordingly, the weighted
average rate of depreciation works out to 5.57%. Further, as per the Accounting
Standards (AS)-12, an amount of Rs.84.89 Crores of depreciation on assets
created out of consumer contribution / grants accounted under Other Income
has been factored in and deducted from the gross depreciation for FY22. The

details are as shown below:
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TABLE - 4.15

Allowable Depreciation for FY22
Amount in Rs. Crores

FY22

Particular Depreciation
Buildings 5.97
Hydraulics 0.28
Civil 0.15
Plant & Machinery 69.88
Line, Cable Network 263.31
Vehicles 0.59
Furniture 3.46
Office Equipment 0.91
Computers 1.94
Released assets re issued to 0.00
works
Land / lease hold assets 0.06
Intangible assets 0.00
Total 346.55
Less: Depreciation on assets
created out of Consumer 84.8864
conftribution / Grants
Net Allowable Depreciation 261.67

Thus, the Commission decides to allow the net depreciation of Rs.261.67 Crores for
FY22.

4.2.7 Capital Expenditure- APR for FY22:

1. CESC Submission:
The CESC, in its application for APR for FY22, has indicated a capital
expenditure of Rs.595.81 Crores as against the Commission approved capex
of Rs.650.00 Crores for FY22. The CESC, in its filing has furnished the breakup
of category-wise expenditure of Rs.595.81 Crores for FY22, as shown in the
following Table:
TABLE -4.16
Break up of Capital expenditure for FY22

(Amount in Rs. Crores)

Actual
S Schemes RERISIECD/RERE Expenditure in
No. for FY22
FY22
1 Extension and Improvement 233.20 269.22
2 IPDS 1.58 0.91
3 DDUGJY 1.62
4 DDG 1.00 7.8
5 Replacement of failed 500 0.29
fransformers
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Actual
al Schemes Hpiees] By e Expenditure in
No. for FY22

FY22
6 Service Connection (WS, IP SET, 195.00 216.19
New Connection)
7 TSP - Energisation of IP Set 0.2 0.47
8 SCP - Energisation of IP Set 1.09 1.35
Special development
v Programme (SDP) 6.25 19.54
10 Ganga Kalyana - Energisation 46.64 48.13
of IP Set
11 Tools and plants 3.00 3.72
12 Civil Engineering works 30.00 25.67
Providing meters to DTC, BJKJ,
Street light, Replacement of
13 elggfromechonicol meters, 3.8 0.00
Providing modems to meters for
communication, Providing LT
Distribution box with MCCB
14 IT initiatives 1.59 2.73
15 New Projects 120.00 -
Total 650.00 595.81

2. Commission’s Analysis and Decision:

a) The Commission, in its Tariff Order dated: 9t June 2021, had recognized the
capex of Rs.650 Crores for FY22 as approved in the MYT Order dated
30.05.2019.

CESC, in its tariff application, has indicated actual capital expenditure of
Rs.595.81 in the Table ‘Details of approved and actual capital expenditure
for FY22' and in Page No. 23 and in Format - A3-Cashflow statement, the
actual capex is shown as Rs.664.80 Crores, whereas in Format D-17 (Capital
Works in Progress), it is shown as Rs.893.71 Crores (includes capital
expenditure of Rs.664.80 Crores, capitalized interest and finance charges of
Rs.6.80 Crores, other expenses capitalized of Rs.177.08 Crores and Turnkey

contractors control account of Rs.45.03 Crores).

As per Format D-17, by considering opening balance and closing balance
of the Capital Works in progress and asset categorized the capex incurred
during FY22 works out to Rs.886.91 Crores. However, the total capital
expenditure as indicated in sl.no (i) to (v) of Format D-17 works out to
Rs.893.71 Crores. In view of the discrepancies in the figures, the Commission,

in its preliminary observations had directed CESC to furnish the reasons for
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the same.

In view of the inconsistent figures relating to the actual capex incurred for
FY22, the Commission in its preliminary observations had directed CESC to
furnish correct capex incurred under each sub-head of account code 14
series for FY22 duly agreeing with the figures in audited accounts, along with

proper justification for exceeding approved capex.

The CESC, in its reply to the preliminary observations has submitted that the
net incurred capex is of Rs.595.81 Crores for FY22, which is arrived at duly
deducting capex of Rs.68.99 Crores incurred towards replacement of failed
transformers from total incurred capex of Rs.664.80 Crores. The Commission
has taken note of the details furnished in the revised D-17 Format, wherein,
CESC has stated that Rs.290.59 Crores is towards Self Execution works

capitalised during the financial year.

b) If the actual capex of Rs.893.71 Crores is considered for APR purposes, the
excess capex incurred over and above the approved amount works out to
Rs.243.71 Crores. The Commission, in ifs preliminary observations had directed
CESC to explain as to why the consequential costs towards capex incurred

over and above the approved amounts, should not be disallowed in tariff.

The Commission notes the reply submitted by CESC, wherein CESC has stated
that the CWIP incurred is not Rs.893.71 Crores. The difference is the assets
created out of consumer contribution and by crediting advance which was

paid in earlier years. The details are shown as below:

Amount
Particular’s booked in
Rs.Crores
CWIP Booked against sanctioned budget for FY22 (New works) 233.07
CWIP Booked against sanctioned budget for FY22 (Spill works) 346.86
CWIP Booked duly crediting capital advance paid during earlier 8487
year
Total 664.80

Further, CESC has stated that total CWIP spent during FY22 is of Rs.579.94
Crores which is within the Commission approved capital expenditure.

However, CESC has not furnished the reasons for difference of Rs.15.87 Crores
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as against net incurred capex of Rs.595.81 Crores, indicated in the Table

‘Details of approved and actual capital expenditure for FY22.

c) The Commission, in its preliminary observations had directed CESC to furnish
the details of sources of funding (like Loans, grants, debt, equity and internal
sources) for the capex of Rs.893.71 Crores incurred during the FY22 along with

break up details for internal sources of funding.

In reply, CESC has furnished the source of funding details to meet the capex

of Rs.579.93 Crores. The details are as under:

(Amount in Rs. Crores)

1 | Gol Grant 40.96
2 | GoK Grant 15.74
3 | Corporation Grant 4.58

4 | Fresh borrowings 123.27
5 | Internal resource 395.38
6 | Total (1 to 5) 579.93

d) CESC has indicated Rs.123.27 Crores as fresh borrowings in page no.23,
pertaining to sources of funding together with cost for fresh borrowings,
whereas the same is shown as Rs.625.22 Crores in Format D-9. In view of this
the Commission, in its preliminary observations had directed CESC to confirm

the amount of fresh borrowings during FY22.

CESC in its reply has submitted that during FY20, FY21 & up to Sept-2021, no
Bank had come forward for sanctioning the CAPEX loan. Further M/s REC was
requested to sanction loan of Rs.616.50 Crores to carry out the capex works &
also to discharge the pending capex liability. In the meantime, the capex
works were met though the revenue collected. Further M/s REC Ltd has
sanctioned Rs.498.33 Crores loan for the Capex works and the same was
utilized for clearance of pending Power purchase dues. Hence the fresh
borrowings of Rs.625.22 Crores in D-9 Format are correct for which breakup is

as follows.
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S| Amount
No Particulars in
Rs.Crores
1 Total Loan drawn in FY 2022 as shown in format D9 625.22
a) Less: Utilised for making power purchase payments 496.33
b) Payment made out of loan as per statement of 123.27
sources of funding
c) Total payment made out of loan (a+b) 619.60
d) Difference loan amount paid in FY23 (1-c) 5.62

Further, CESC has requested the Commission to consider an amount of
Rs.625.22 Crores as fresh borrowing shown in the D-9 Format. Such practice will
lead to financial indiscipline and would lead to serious problems in future cash

flow management.

e) CESC has indicated that an amount of Rs.216.19 Crores has been incurred
against service connections (WS, IP set, New connection). Regarding this,
the Commission in its preliminary observations had directed CESC to furnish
Division-wise abstract of number of installations serviced and cost thereon
along with details of funds received from the Government (fowards water

supply, UNIP) and the amounts spent from CESC'’s funds.

The summary of the no. of installations serviced and cost thereon furnished by
CESC, in its reply towards Water supply, IP set & New Connection, are as

under:

Particulars No. of installations Amount in Rs.
serviced Crores
water supply 123 3.89
IP sets 20178 191.05
New connection 143327 21.25

f) The Commission, in its preliminary observations had directed CESC to furnish

Division-wise abstract of number of IP sets energized and cost thereon, under

Ganga Kalyana scheme, TSP and SCP scheme for having incurred capex of

Rs.48.13 Crores, Rs.0.47 Crores and Rs.1.35 Crores respectively, along with the

amount of grants received from the GoK.
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The detailed statement showing the division-wise abstract of number of IP sets
energized and cost thereon, under Ganga Kalyana scheme, TSP and SCP

scheme as submitted by CESC in reply, are as under:

Particulars No. of bore wells Amount in Rs.
energized Crores
Gangakalyana 2139 48.13
SCP 61 1.35
TSP 22 0.47

Further, CESC has stated that it hasreceived grant of Rs.4.575 Crores inrespect

of Gangakalyana works and Rs.15.74 Crores as equity from the GokK.

g) CESC, in its list of capitalized works furnished to the Commission to carry out
Prudence Check, has indicated 22 number of works amounting to Rs.117.80
Crores towards Model Sub-Division / Conversion of overhead lines info UG/AB
cable in Mysore City. In view of this, the Commission, in its preliminary
observations had directed CESC to furnish Division-wise/feeder-wise abstract
of work in progress and quantified analysis on the following parameters,
before and after implementation of the project.

l.  Benefits fo the consumers due to reduction of distribution losses and
interruptions, through energy savings due to reduction in Hours of
interruptions.

Il. Improved Reliability due to reduction in interruptions and improvement in
quality of power supply vis-a-vis envisaged in DPR.

[ll.  Reduction of number of Electrical Accidents.

In reply, CESC has stated that it has successfully completed the works of
conversion of Overhead to Underground for 39 feeders in four subdivisions
namely, Kuvempunagar, Central zone, Hootgally and NR Mohalla subdivisions
of NR Mohalla and VV Mohalla O&M divisions and further stated that all the

39 feeders are commissioned.

The summary of the achievements for the entire 39 feeders furnished by CESC

is as under:
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Particulars Before After
Interruption duration 033.93 5408
(Hours) per Annum
Distribution losses 13.08% 6.93%
SAIFI 6267 Nos. 2177 Nos.
SAIDI 233130 mins 58571 mins
Electrical Accidents 1 0

The Energy savings due to reduction in Hours of interruptions is 6083717 Units.
CESC also highlights total amount of Rs.5.17 Crores per year (6083717*8.5) saved
by implementation of the project. The same is arrived at by considering APPC
cost of Rs.8.5/unit.

The Commission notes that after incurring the capex, the benefits realized in
terms of amount per annum is very meagre. CESC need to justify, whether
proposing such type of project is feasible in terms of financial aspects of the

company and tariff implications to the consumers.

In the view of the above observations, CESC is directed to analyze the financial
feasibility of any scheme and arrive at precise benefits to be achieved from such
schemes/ investments, before taking up any such scheme. In future, CESC shall
submit the Capex request for any new work/scheme duly supported by the
details of the benefits anticipated/ to be achieved so that the end consumers,
who ultimately have to bear the burden of the cost of investment are kept

informed of the benefits of the schemes they are going to get.

The Commission, after reviewing the capex achieved by CESC for FY22, decides
to recognize net incurred capex of Rs.595.81 Crores, which is below the
approved capex of Rs.650 Crores for FY22. The capex approved by the
Commission for FY22 is to outside the preview of any enquiry conducted / to be

conducted by the Department / any agency on the capital works.

3. Revised Capex for FY23:

CESC has indicated revised capex of Rs.725 Crores for FY23 in its filing, duly

proposing head-wise re-appropriation as per the capex approved in MYT Order
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2022. CESC shall incur the capex within the approved capex for FY23, if
necessary by reallocating the savings in one head of capex to the other head

of capex where additional capex is required. The Commission would examine

the same during the fruing up exercise (APR for FY23) to be taken up later.

4. Prudence Check of Capital Expenditure for FY21 and FY22:

a) The Commission, in its Tariff Orders dated 4" November 2020 and 9t June
2021, had allowed Capital expenditure incurred by the CESC for the period
FY21 and FY22 respectively, subject to carrying out the prudence check of
the various works undertaken by CESC. Accordingly, the Commission had

entrusted the work of conducting prudence check of capital expenditure to

the Consultants.

The Consultants have submitted the report in the matter and as per their report,

the following is the summary of findings in respect of work of Prudence Check for

FY21 and FY22:

Financial Year FY21 FY22

:;’gfl:’éz’:c"; ‘gﬁ;kcskexec‘"ed and selected | (yos) | (Rs.inCr) | (No.s) | (Rs.inCr.)

Works executed, costing above Rs. 5 Lakhs 1,108 349.22 875 213.45

Works selected for carrying out prudence

check 186 247.43 183 152.87

Percentage of works selected for carrying

out prudence check 16.79% 70.85% 20.91% 71.62%

Abstract of Prudent/Non-Prudent works (No.s) | (Rs.in Cr.) (No.s) | (Rs.in Cr.)

Total no. of Prudent works 182 246.97 179 152.04

Total no. of Prudent works subject to

conditions 0 0.00 0 0.00

Total no. of non-graded works 0 0.00 2 0.69

Total no. of works non-prudent including

those not completed 4 0.46 2 0.14

Abstract of Cost overrun works (No.s) (Rs.in Cr.) | (No.s) | (Rs.inCr.)

No. of works with no cost overrun 137 133.56 146 122.80

No. of works with cost overrun up to 10% 32 67.59 29 5.61

No. of works with cost overrun between 10%

to 25% 3 1.01 2 0.24

No. of works with cost overrun exceeding

25% 14 45.27 4 23.53

Abstract of Time overrun works (No.s) | (Rs.inCr.) (No.s) | (Rs.inCr.)

No. of works with no time overrun 130 137.36 125 116.52

No. of works with time overrun up to 1 year 35 72.51 47 18.94

No. of works with time overrun between 1

year to 2 years 18 32.42 7 16.42

No. of works with time overrun more than 2

years 3 5.14 2 0.30
Chapter - 4: Annual Performance Review for FY22 Page 59



Karnataka Electricity Regulatory Commission Tariff Order 2023 | CESC

The Commission had forwarded a copy of the report of the Consultant to CESC
for information and to submit its comments on the findings of the report in the

matter of imprudent works.

After analyzing CESC's replies on the findings of the Consultant on the imprudent
works and justifications furnished by CESC, the Commission has decided to
disallow the corresponding depreciation and interest on loans pertaining to DTC
metering work amounting to Rs.0.13 Crores for FY21, among the samples
selected by the consultant, do not qualify for being treated as prudent. The
corresponding disallowances have been made in the revised ARR under APR for
FY22.

As per the Report, one Link Line work executed in Basaralu section pertaining to
FY21, is considered as conditionally prudent in CESC. Itis reported by CESC, after
completion of link line work, necessary breaker was not provided by the KPTCL.
Hence, the link line was not commissioned and put to use. In view of the reason

for the work being treated as imprudent is attributable to KPTCL.

The observations on this work were communicated to KPTCL for obtaining
comments from KPTCL. Since the reply from KPTCL was not received on time, the
disallowance or otherwise on this work, will be reviewed in the ensuing Tariff

Order, after analyzing KPTCL's replies and CESC’s comments thereon.

b) Review of Dis-allowance towards imprudent works pertaining to FY19 & FY20:

The Commission, in the Tariff Order 2022 dated 04.04.2022, has considered two
works as Prudent from the date on which work is treated as prudent in respect
of (i) Regularization for TW.O Jinnenahalli feeder from 66/11kV Hirisave MUSS to
12 Nos. village (imprudent work of FY20) and (ii) Providing 27 nos. 25/100/25KVA
DTCs is wiring, Deep drawn meters LT metering metal Box with CTS and LT ETV
meter having DTLMS facility under DDUGVY scheme on TTK Basis at F8 B Hosuru
feeder (Imprudent work of FY19). In view of treating these works as prudent
during the financial year, the disallowance upto the date for which they

remained imprudent, shall have to be given effect.
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Accordingly, the corresponding depreciation and interest on loans allowed by

the Commission in the tariff, have to be disallowed in APR of FY22, as detailed

below:

The amount to be disallowed for CESC in APR of FY22 due to imprudent works of FY19,
FY20 & FY21 (Amount in Rs.Crores)
The amount to be disallowed for CESC due to imprudent works of FY21 (Amountin
Rs.Crores)
Name of the imprudent Work : Providing wiring of 397 nos of
25/63/100/250KVA DTC's of Deep down LT meating metal box with
CT's and LT Electronic tri-vector meter having DLMS Compliant and

1 |other materials for DTC metering works under DDUGJY on total 0.13

furnkey basis of F4-Rechamballi feeder, F8 J-G-purq,

Ambale, Gangavadi& F13-Goolipura feeder in Honganuru Section

S-M-Hally S/D.

Target date of completion, Year of completion and 12.04.2018,

2 categorization 10.02.2018,

31.03.2021
The capex not meeting the prudence norms at 0.13 Crores is 8.02%
(0.13/1.62) of cost of total sample of Rs.1.62 Crores in category of

3 |DTC Metering. When this is escalated fo the total categorized 15.29
amount of Rs. 190.56 Crores** in respect of DIC Metering
**(0.13*(190.56/1.62))

Period for which amount to be disallowed towards works not

4 meeting prudence norms calculated on the basis of weighted |10.02.2018 to
average inferest and weighted average depreciation on the | 31.03.2022
amount in the above item.

a |Amount to be disallowed for FY19 0.232

b |Amount to be disallowed for FY20 0.015

c |Amount to be disallowed for FY21 0.013

d |Amount to be disallowed for FY22 0.018

5 [Sub-total amount to be disallowed(A) 0.278

The amount to be disallowed for CESC due to imprudent works of FY20 (Amountin
Rs.Crores)

! Name of the imprudent Work :Regularization for T.W.O Jinnenahalli 1.78
feeder from 66/11kV Hirisave MUSS o 12 Nos. village. )
Target date of completion, Year of completion and 13.02.2020,

2 categorization 01.03.2019,

30.11.2019
Period for which amount to be disallowed towards works not

3 meeting prudence norms calculated on the basis of weighted |01.04.2021 to
average inferest and weighted average depreciation on the | 18.07.2021
amount in the above item.

4 Amount to be disallowed for FY22(up to FY21, disallowed in the MYT 0.074
Order 2022)(B) ’

The amount to be disallowed for CESC due to imprudent works of FY19 (Amountin
Rs.Crores)
Name of the imprudent Work :Providing 27 nos 25/100/25KVA DTCs
! is wiring, Deep drawn meters LT metering metal Box with CTS and 0.06
LT ETV meter having DTLMS complaint under DDUGVY scheme on ’
TTK Basis at F8 B hosuru feeder
Target date of completion, Year of completion and 03.08.2019,
2 categorization 31.03.2019,
31.03.2019
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Period for which amount to be disallowed towards works not
meeting prudence norms calculated on the basis of weighted |01.04.2021 to

3 average interest and weighted average depreciation on the | 20.05.2021
amount in the above item.
4 Amount to be disallowed for FY22(up to FY21, disallowed in the MYT 0.001

Order 2022)(C)

Grand Total (A+B+C) 0.353

While arriving at the above amounts for disallowance, the weighted average rate of

interest on loans and depreciation considered as below:

Weighted Average depreciation rate and interest
FY19 FY20 FY21 FY22
Wt. Avg. Wi. Wt. Avg. Wi. Wt. Avg. Wi. Wt. Avg. Wi.
Depreciation Avg. Depreciation Avg. Depreciation Avg. Depreciation Avg.
Company rate Interest rate Interest rate Interest rate Interest
5.16% 11.53% 521% 11.23% 5.63% 10.21% 5.28% 9.22%
CESC

In view of the above, the Commission hereby disallows Rs.0.353 Crores for FY22
towards depreciation and interest on loans allowed in respect of imprudent

works. Accordingly, the same is ordered to be deducted in APR of FY22.

c) CESC is directed to note the following observations made in the Report of
Prudence Check and take suitable actions/measures in future while
implementing a scheme / project in order to avoid disallowance of amounts
towards imprudent works and also to realize the benefits as envisaged in the

DPR:

Key Observations:

i) In few cases, primary objectives were not clearly defined and therefore
targets to be achieved from the projects were also not spelt out clearly.

i) Scheme/work wise sources of the funding such as Equity, Debt or Internal
Resource details are not maintained properly. Expenditure is incurred out of
total pool of funds of CESC, which includes own funds as well as borrowed
funds.

i) System of post execution analysis of the works is not in place. No
initiative/exercise was found to be taken towards checking the results
achieved after the execution and reasons for not achieving the objectives.

iv) There is no nodal/focal point for records & details which is essential for any
validation/analysis exercise. Scattered records & details often provided
contradictory information which made it difficult to corroborate/validate
the details.
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v) The project data provided in the prescribed format was not readily
available in most of the cases and was filled up during the field visits.

vi) CESC has not followed the capital expenditure guidelines issued by KERC.
The objectives are not clearly defined & quantified; alternatives are not
considered in most cases. Further, data w.r.t. pre & post execution of works
are not recorded in many cases.

Key Recommendations:

i) CESC has a very strong system of project monitoring, where progress of works
is monitored at every stage and deviations from the target/schedule are
worked upon, however, the monitoring process ends with the
completion/commissioning of the works. The area of project monitoring may
be extended to procure & monitor details of performance of the capital works
post commissioning, especially major works like substations/lines etc. to ensure
that the objective for taking up of the project are met. This is essential at least
during the first performance phase of the work.

i) UG cables may be an option in locations such as highly congested city
centers/urban localities, where overhead line rights of way are not available,
near airports and other locations where an overhead line may endanger lives,
and in scenic areas where appearance is an important consideration.

i) The field officers are required to be made aware of the capital expenditure
guidelines. This would facilitate in better understanding of the relevance of
prudence check and implications of not meeting the specified parameters.
Further, availability and quality of data would also improve.

iv) There should be system of comprehensive post execution evaluation,
especially in case of major works, where in the data with regard to the
parameters (especially achievement of objective) as prescribed by the
prudence check guidelines are to be provided. The data in respect of all the
works should be analysed and thereafter, sample should be selected for
validation/prudence check. This would make the prudence check exercise
more effective.

v) The DPR/Estimate should quantify the objectives to be achieved. This would
facilifate in evaluation of the achievement post execution. Further,
alternatives possible/considered are also to be provided in the DPR/Estimate.

vi) CESC may intfroduce a system of maintaining scheme/work-wise sources of
the funding/financial plan and recording the same in the evaluation sheet.
Sources of funding such as Equity, Debt or Internal Resource Funding may be
clearly identified/documented work wise. This shall enable analysis of cost of
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funds invested and opportunity cost of the work. Analysis of sources/cost of
funds is essential as the schemes/works may provide technical benefits in terms
of improvement of efficiency & power supply, however, the objective of best
utilisation of limited financial resources may not necessarily be achieved.

vii) Optimization studies have been taken up by CESC, with reference to
tfransformer capacities or establishing fransformers in stages particularly in
urban areas based on the load growth and avoidance of excess capacity
creation. Hence, it is suggested to carry out similar initiatives wherever
required.

viii) Energy audit assessment of sub-stations has been regularly conducted to
identify the losses and estimate operating efficiency. For the reduction of
energy losses and efficiency improvement on sub-station levels, desired action
plan should be effectively implemented.

ix) Stores comprise a significant proportion of the expenditure of CESC.
Cenftralized store accounting and monitoring system should be put in place.
This would be helpful in more effective internal control over the stores and
facilitate need based store procurement.

x) CESC should also adopt a system ABC analysis of stock. It has proved to be a
very effective internal control & stores management mechanism for many
power ufilities likes PGCIL, NTPC, NHPC & other state power utilities. The system
requires the inventory to be divided into three categories- "A items" with very
tight control and accurate records, "B items" with less tightly confrolled and
good records, and "C items" with the simplest controls possible and minimall
records. The ABC analysis provides a mechanism for identifying items that will
have a significant impact on overall inventory cost, while also providing a
mechanism for identifying different categories of stock that will require
different management and controls. The ABC analysis suggests that
inventories of an organization are not of equal value. Thus, the inventory is
grouped into three categories (A, B, and C) in order of their estimated
importance. 'A' items are very important for an organization. Because of the
high value of these 'A' items, frequent value analysis is required. In addition to
that, an organization needs to choose an appropriate order pattern (e.g.
‘Just-in- fime’) to avoid excess capacity. 'B' items are important, but of course
less important than 'A" items and more important than 'C' items. 'C' items are
marginally important.

xi) CESC should implement the system of periodical (preferably annual) physical
verification of stores with special emphasis on major items. This exercise should
also include identification of slow/non-moving items apart from obsolete
items. The exercise should also verify the costing system of the stores as that
impacts the cost of capital works.
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4.2.8

xii) CESC should follow a system of post execution productivity approval of the
Capital works commissioned during a period by the project approval
committee. This would ensure that the objectives for each project are clearly
defined and the same is monitored post execution and corrective measures,
if necessary, may be taken up in time.

Interest and Finance Charges:

a) Interest on Capital loan:
CESC'’s Submission:

CESC in its Petition, has claimed an amount of Rs.135.77 Crores as the interest on
capital loan as against the approved amount of Rs.146.80 Crores for FY22. As
per the details of the opening balance of loans, new borrowings, repayment
and the closing balance of capital loan amount, the weighted average of the

interest on capital loans claimed by CESC works out to 8.12%.

Commission’s Analysis and Decisions:

The Commission in its preliminary observations, had observed that the CAPEX
loan and interest details mentioned in page No.36 of the application are not
agreeing with the data given in D-9 Format. Accordingly, CESC was directed to
reconcile the same and submit the revised data for consideration of the

Commission.

CESC in its reply to the preliminary observations, has submitted a revised table
pertaining to interest on Capital Loan & Working Capital Loan as per audited
accounts duly tallying with the amount shown in D-9 format. Accordingly, the
Commission notes that, the revised actual interest on working capital incurred
for FY22 is Rs.118.69 Crores.

The Commission notes the capital loan portfolio of CESC as per the audited
accounts and the details submitted in the reply and the interest on capital loans
considered thereon for FY22. Accordingly, the Commission by considering the
loan portfolio and the interest on capital loan claimed thereon as per the
audited accounts and the details submitted by CESC, decides to allow the

interest on capital loan as under:
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4.2.9

TABLE -4.17

Allowable Interest on Capital Loans - FY22
Amountin Rs. Crores

Particulars FY22

Opening balance of capital secured & 1251.66
unsecured loans

Add: New Loans availed during the year 625.23
Less: Repayments during the year 182.96
Total loan at the end of the year 1693.93
Average Capital Loan 1472.80
Interest on capital loans 135.77
Weighted average rate of interest on capital 9.22%
loansin %

The Commission notes that the weighted average rate of interest on capital loan
on the actual interest amount of Rs.135.77 Crores works out to 9.22% for FY22.
Thus, the weighted average rate of interest of 9.22% on the average capital loan
is comparable with the prevailing rate of interest being charged by Banks /

Financial institutions for long term loans.

Thus, the Commission decides to allow an amount of Rs.135.77 Crores towards

interest on capital loans for FY22.

Interest on Working Capital:

CESC’s Submission:

CESC in its application, has claimed an amount of Rs.118.69 Crores towards
working capital interest on short term loans/overdrafts as against the approved
amount of Rs.105.22 Crores for FY22. Further, CESC has informed that it has raised

short-term loans to meet its day-to-day expenditure and investment during FY22.
Commission’s Analysis and Decisions:

The Commission, in its preliminary observations, has observed that CESC, in its
Annual Accounts, has included both the working capital loan amounts and
loans availed for capital works. CESC was directed to submit a revised
statement bifurcating the loan for CAPEX and working capital separately for
FY22 and FY24.
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CESC in its replies, has submitted the revised D-9 format, duly indicating the
Secured & Un-secured Capex loan & working capital loan duly tallied with the
annual accounts of CESC for FY22 and also the balances for FY23 & FY24.

The Commission has noted the short-term loan portfolios and the overdraft
availed by CESC and the rate of interest at which the short-term loans/ overdrafts
have been availed by CESC during FY22. Considering the rate of inferest
charged by the Banks/Financial Institutions for the short-term working capital
loan availed by CESC, the Commission, in accordance with the MYT Regulations
and considering the audited Accounts, decides to allow the interest on working

capital loan at the rate of 9.50% p.a.

The Commission has computed the allowable interest on working capital for FY22
as per the KERC (Terms and Conditions for Determination of Tariff Distribution and

Retail Sale of Electricity) Regulations, 2006 and amendments thereon, as under:

TABLE - 4.18
Allowable Interest on Working Capital for FY22

Amount in Rs. Crores

Particulars FY22
O & M Expenses 818.59
One-twelfth of the amount of O & M expenses 68.22
Opening GFA as per Audited Accts. 5768.99
Stores, materials and supplies-1% of opening
57.69
balance
One-sixth of the Revenue 812.37
Total Working Capital 938.27
Rate of Interest at 9.50% (MCLR of 1 year + 250 9 50%
base points — 7.00% + 2.50% = 9.50%) R
Normative allowable Interest on Working
. 89.14
Capital
Actual interest on WC as per audited
118.69
accounts
Interest on Working Capital as claimed 118.69
Allowable Interest on Working Capital (Since
the actual Int. WC is more than the normative 89.14

allowable amount, the same is restricted as
per norms)

Thus, the Commission decides to allow an amount of Rs.89.14 Crores towards

interest on working capital for FY22.
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Interest on Consumer Security Deposits:

CESC’s Submission:

CESC, inits filing, has claimed an amount of Rs.29.40 Crores towards payment of
interest on consumers’ security deposits as against Rs.36.78 Crores approved by

the Commission for FY22.

Commission’s Analysis and Decisions:

The Commission, in its preliminary observations, has observed that CESC has
indicated the opening and closing balance of Consumer Security Deposits as
Rs.782.52 Crores and Rs.872.88 Crores. Whereas in Note-24 of Annual Accounts
for FY22, the opening and closing balance of consumer’s security deposit as on
01.04.2021 and 31.03.2022 is Rs.817.95 Crores and Rs.872.88 Crores. Accordingly,

CESC was directed to submit the reconciled data.

CESC, in its reply to the preliminary observation, has submitted that during FY22
the amount pertaining to Meter security deposit was reclassified. Hence, there is
change in closing balance for FY21 & opening balance of FY22, and the same
is rectified. Accordingly, CESC has requested the Commission to consider
Rs.29.40 Crores as actual interest paid towards the consumer security deposits
for FY22.

The Commission has noted the opening and closing balance of consumer
security deposit amount and the amount of interest on security deposit as per
the audited accounts for FY22. The Commission has further noted that, as per
the audited accounts, CESC has incurred Rs.29.40 Crores for FY22. As per the
KERC (Interest on Security Deposit) Regulations 2005, the interest on consumer
security deposit shall be allowed as per the Bank Rate prevailing on the 1st of
April of the relevant year. The applicable RBI Bank Rate as on 1st April, 2021 was
4.25%. The weighted average rate of interest allowed by CESC for FY22 is 3.48%
is within the applicable Bank Rate. The Commission therefore decides to
consider the actual interest on Consumer Security Deposit booked on the basis

of amount of deposit held by CESC and payment of interest thereon for FY22.
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The allowable interest on consumer security deposits, by reckoning the amount

of Consumers’ Security Deposit, as per the audited accounts is as under:

TABLE - 4.19

Allowable Interest on Consumer Security Deposit for FY22

Amount in Rs. Crores

Particulars FY22
Opening balance of consumer security deposits 817.96
Closing Balance of consumer security deposits 872.88
Average balance 845.42
Allowable Rate of Interest in % 4.25%

Interest on consumer deposit claimed as per
audited accounts
Allowable Interest on consumer deposit 29.40

29.40

Thus, the Commission decides to allow the actual amount of Rs.29.40 Crores

towards interest on consumer security deposit for FY22.

Other Interest and Finance charges:

CESC inits filing, has claimed an amount of Rs.12.70 Crores towards other interest

and finance charges to raise the loans for FY22.

The Commission notes that, as per the audited accounts, CESC has incurred
Rs.3.20 Crores and Rs.9.50 Crores towards finance charges and guarantee

commission to GoK for FY22.

The Commission, as per the audited accounts, decides to allow Rs.12.70 Crores

towards other interest and finance charge for FY22.

Interest on belated payment of Power Purchase Cost:

CESC, in its filing has claimed an amount of Rs.57.04 Crores towards interest on
belated payment of power purchase bill amount. This amount also includes
Rs.0.9175 Crores toward carrying cost on differential tariff arrears from 01.07.2017

to March, 2022 payable on account of Change-in-law.
Commission’s Analysis and Decisions:

The Commission in its preliminary observations, has observed that, CESC has
claimed Rs.21,74,669 towards interest on belated payment of power purchase

cost which is stated to be on account of Change-in-Law condition. CESC was
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directed to furnish the details of the cases along with Petition No. and date of

the order of the competent court.

CESC, in its reply to the preliminary observations, has submitted the details in
respect of power purchase cost and has requested the Commission to consider
the same on account of change in law in view of the Order of the KERC dated
06.04.2022 in O.P. No. 163/2017.

The Commission notes that, as per the audited accounts, the CESC has incurred
an amount of Rs.57.04 Crores towards Interest on belated payment of Power
Purchase dues for FY22. The Commission has been consistently allowing the
interest on working capital loans as per the norms under MYT Regulations to meet
the day to day expenses. Hence, there is no justification for the delay in
arranging payments towards power purchase bills and incurring expenses

towards interest on power purchase dues.

Thus, the Commission has not allowed the interest on belated payment of power
purchase bills claimed by CESC for FY22 and directs CESC to meet the same from
the interest allowed on working capital as per norms under MYT Regulations.
Towards the additional power purchase cost of Rs.0.92 Crores incurred by CESC
on account of Change-in-law, as ordered by the Commission in OP 163/2017
dated 06.04.2022, the Commission decides to allow Rs.0.92 Crores for FY22.

Capitalization of Interest and finance charges:

CESC inits filing has claimed Rs. 6.80 Crores as capitalization of interest on capital

loan as against Rs.12.00 Crores approved by the Commission for FY22.

Commission’s Analysis and Decisions:

The Commission notes that as per the audited accounts, the capitalization of
interest on capital loan is Rs.6.80 Crores for FY22. Thus, the Commission decides

to allow Rs.6.80 Crores towards capitalization of interest on capital loan for FY22.

The abstract of Interest and Finance Charges allowed by the Commission for
FY22 is as under:
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TABLE - 4.20

Allowable Interest and Finance Charges for FY22
Amount in Rs. Crores

L Particulars FY22

No.

1. Interest on Loan capital 135.77

2. Interest on working capital loan 89.14
Carrying cost on differential tariff arrears on

3. . 0.92
account of Change —in-law

4, Interest on consumer deposits 29.40

5. Other interest and finance charges 12.70

6. Less: Interest and other finance charges capitalized -6.80

7. Total interest and finance charges 261.13

4.2.14 Other Debits:
CESC’s Submission:
CESC has claimed an amount of Rs.10.18 Crores towards Other debits for FY22
as detailed below:

TABLE — 4.21
Other Debits for FY22- CESC’s Submission

Amount in Rs. Crores

e Particulars FY22
No.
1. Small and low value items written off 0.02
2. Loss / gains relating to fixed assets 1.11
3. Assets decommissioning cost 0.74
4, Bad debts written off 0.30
5. Provision for Bad & Doubftful Debts -0.21
6. Miscellaneous losses and write off 7.34
7. Others 0.89
Total 10.18

Commission’s Analysis and Decisions:

The Commission in its preliminary observations, has observed that CESC has
claimed Rs.7.34 Crores as “Miscellaneous Losses & Write Offs” under the head
‘Other Debits’ for FY22. CESC was directed to submit the breakup details for
Rs.7.34 Crores.

As directed, CESC in its replies to the preliminary observation, has submitted the
break-up of “Miscellaneous Losses & Write Offs” amounting to Rs.7.34 Crores.

Further, CESC has informed that in order to comply with provision of IND AS for
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impairment of assets to an extent of Rs.3.66 Crores, provision is made during FY22,
but it has not been booked during FY21. This is the reason for increase in
“Miscellaneous Losses & Write Offs” under the head ‘Other Debits’ when

compared to FY21.

The Commission has taken note of the items of expenditure under other debits
accounted as per the audited accounts for FY22. While claiming other debits,
CESC has included the net amount of Rs.0.68 Crores towards provision for bad
and doubtful debts for FY22. As per the provisions of MYT Regulations, the
Commission has been allowing the actual bad debts written off and has not
been allowing the provisions, which are estimates. Hence, by excluding the
provisions made by CESC for bad and doubtful debts, the amount of Other
Debits is worked out as under:

TABLE - 4.22
Allowable Other Debits

Amount in Rs. Crores

2l Particulars FY22
No.
1 Assets decommissioning cost 0.736
2 Miscellaneous losses and write offs 7.339
3 Small & Low Value items written off 0.0153
3 Losses relating to fixed assets 1.115
4 Bad debts written off 0.02996
Total 9.50

Thus, the Commission decides to allow an amount of Rs.9.50 Crores as other
debits for FY22.

Return on Equity:

CESC'’s Submission:

CESC in its filing has not claimed any amount fowards Return on Equity for FY22

due to negative net-worth.
Commission’s Analysis and Decisions:
i. Debt - Equity Ratio Vis-a-vis GFA:

The Commission notes the opening and closing balances of gross fixed assets

along with break-up of equity and loan component and the details of GFA,
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debt and equity (net-worth) for FY22, as per the actual data as per the

audited accounts, are indicated in the following Table:

TABLE - 4.23
Status of Debt Equity Ratio for FY22

Amount in Rs. Crores

Equity %age Zage

GFA Debt (Net- Normative | Normative of of

worth) Debt @ Equity @ | actual actual

70% of 30% of debt | CC

(Actuals) | (Actuals) | (Actuals) GFA GFA on q

on GFA

GFA

Opening | o,/000 | 125166 | 91890 | 4038.29 1730.70 | 21.70% | -15.93%
Balance

Closing | /7338 | 169393 | -1312.12 | 467137 2002.01 | 25.38% | -19.66%
Balance

From the above table it is seen that the debt and equity amounts are within
the normative debt and equity ratio reckoned on the basis of the opening

and closing balances of GFA for FY22.
RoE Allowable:

As per the KERC (Terms and Conditions for Determination of Tariff) Regulations,
2006 and amendments thereon, the allowable Return on Equity at 15.5% has
to be computed on the equity plus the accumulated balance of profit/loss
under Reserves & Surplus account as per the audited accounts as at the
beginning of the year and also factoring recapitalization of security deposit
amount in compliance with the Orders of the Hon'ble ATE in Appeal
No.46/2014. Accordingly, the total net-worth at the beginning of FY22 is
Rs.(-)218.90 Crores.

Further, it is noted that as per the audited accounts, an additional equity of
Rs.15.74 Crores has been received by CESC during the year in different dates
from the State Government. Considering the actual dates of receipt of the
additional equity, the Commission as per the provision of MYT Regulations has

determined the allowable return on additional equity as detailed below:
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TABLE - 4.24
RoE on additional Equity received during the FY22

Amount in Rs. Crores

Additional Equity received during Amount | Received No. of RoE
FY22 in Crs on Months allowed
Energy 246 PSR 2021 dtd 19.07.2021 8.22 | 29.07.2021 8 0.85
Energy 283 PSR 2021 dtd 03.08.2021 0.65 | 17.08.2021 7 0.06
Energy 282 PSR 2021 dtd 04.08.2021 3.11 | 18.08.2021 7 0.28
Energy 283 PSR 2021 dtd 18.03.2022 0.65 | 25.03.2022 0 0.00
Energy 282 PSR 2021 dtd 18.03.2022 3.11 | 25.03.2022 0 0.00
Total 15.74 1.19

Thus, an additional equity of Rs.15.74 Crores has been infused by the State

Government during FY22. Hence, the total allowable RoE is worked out below:

TABLE - 4.25

Allowable Return on Equity
Amount in Rs. Crores

Particulars FY22

Opening Balance Paid Up Share Capital 1033.96
Opening Balance Share deposit 35.69
opening balance of Accumulated deficit -1965.56
Less Recapitalization of Consumers’ security deposit -23.00
Total opening balance of Equity -918.90
RoE on Opening Equity 0.00
Additional Equity Infused during the Financial year 15.74
Total Equity by including the additional equity

. . -903.16
received during the year
Total RoE Approved by Commission during FY22 0.00

The Commission notes that even after considering the additional equity of
Rs.15.74 Crores infused by the GoK during FY22, the overall net equity of CESC

remains negative and hence, no RoE is allowed for FY22.

Thus, considering the negative opening balance of net equity, the Commission

decides not to allow any Return on Equity for FY22.

4.2.16 Income Tax:

CESC in its filing, has submitted that for all the years of the Control Period, the
Company's books show accumulated losses and hence no provision has been

made for taxes and that if any taxes are payable/ paid the same will be claimed
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as per actuals. Thus, CESC has not indicated any amount towards provision for

taxation for FY22.

Commission’s Analysis and Decisions:

The Commission notes that CESC has not booked any amount towards taxes as
per audited account and hence not retained the same in the APR for FY22.
Hence, the Commission decides not to allow any amount towards income tax
for FY22.

Other Income:

CESC’s Submission:

CESC in its application has claimed an amount of Rs.293.03 Crores as Other

Income as against Rs.77.67 Crores approved by the Commission for FY22.

Commission’s Analysis and Decisions:

The Commission has taken note of the various items of other income earned by
the CESC as per the audited accounts for FY22. CESC in its audited accounts,
has indicated Rs.386.08 Crores as other income for FY22. This includes rental from
staff and others, rebate on Electricity tax, rebate on power purchase bills,

miscellaneous recoveries, other miscellaneous income, etc.

Further, as decided in the earlier tariff orders, to encourage and bring in financial
discipline in timely payment of monthly power purchase bills, the Commission
decides to confinue to allow Rs.1.38 Crores being 10% of total incentive of
Rs.13.76 Crores received on account of early payment of power purchase bills
to be retained by CESC for FY22. It is noted that, an amount of Rs.93.05 Crores,
being the interest levied on the delayed payment of bills by the consumers has
been booked under "Other Income”. This amount has been considered and
included under revenue from sale of power and miscellaneous charges by the
Commission for FY22. Further, CESC as per the audited account has booked an
amount of Rs.84.89 Crores towards Grants and consumer contribution related to
PPE apportioned amount for the year (depreciation on asset created out of

consumer contribution / grant) under “Other Income” for FY22. The Commission
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4.2.19

has considered this amount as deduction from the depreciation amount
allowable for FY22. By excluding these amounts, the Commission has considered

Rs.206.76 Crores as allowable “"Other Income” for FY22.

Thus, the Commission decides to allow an amount of Rs.206.76 Crores as other

income for FY22.

Fund towards Consumer Relations / Consumer Education:

CESC, in its filing, has not claimed any expenditure incurred towards consumer

relations / consumer education for FY22.
Commission’s Analysis and Decisions:

The Commission notes that as per the audited account, CESC has incurred
expenditure of Rs.0.04 Crores for FY22 towards Consumer Relations/Consumer
Education booked under A&G expenses. Thus, the Commission decides to allow

Rs.0.04 Crores towards consumer relation / education for FY22.

Carrying Cost on the Regulatory Asset:

The Commission due to unprecedented reasons had issued the Tariff Order, 2020
on 4" November 2020, which was made effective from 1st November, 2020. Due
to total lockdown declared by the Gol/GoK on account of Covid-19 pandemic,
pendency of Appeal No. 97 of 2020 filed by KPTCL before the Hon'ble Tribunal
against the Commission’s Order dated 16.01.2020 and the disposal of the
Appeal on 05.10.2020 and the applicability of the Code of Conduct on account
of announcement of bye-election to the Assembly Constituencies, the Tariff
Order could not be issued in time. While issuing the Tariff Order to reduce the
burden on the end consumers particularly during the adverse financial situation
due to the setback of economic activities during the lockdown period, the
Commission decided to give effect of the revision in Retail Supply Tariff with
effect from 1st November, 2020 which has resulted in recovery of additional
revenue only for a period of 5 months during FY21. The remaining unmet gap of
7 months of Rs.154.33 Crores had been kept as Regulatory Asset, which was
allowed to be recovered during FY22 and FY23. The carrying cost on the said

amount works out to Rs.15.43 Crores for one year at 10% per annum. Thus, the
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Commission decides to allow Rs.15.43 Crores towards carrying cost on the

Regulatory Asset for FY22.

Revenue for FY22:

The CESC, in its application as per the audited accounts has considered
Rs.4874.20 Crores as sale of power from consumers and miscellaneous charges
which also includes tariff subsidy of Rs.1878.04 Crores on account of BJ/KJ and
IP set installations an amount of Rs.93.05 Crores being the delayed payment

charges from consumers accounted under other income head of account.

Commission’s Analysis and Decisions:

The Commission notes that CESC as per the audited accounts has indicated
Rs.4874.20 Crores as the revenue from sale of power and miscellaneous charges
by recognizing the delayed payment charges of Rs.93.05 Crores included under

other income for FY22.

Accordingly, the Commission decides to consider Rs.4874.20 Crores as revenue
from sale of power to consumers and miscellaneous charges for APR of CESC for
FY22.

Tariff Subsidy for FY22:

The Commission in its Tariff Order dated 9™ June, 2021 had approved tariff
subsidy of Rs.1929.88 Crores towards sale of power to BJ/KJ and IP sets for FY22,
in accordance with the prevailing Government Order. CESC in its filing has
claimed an amount of Rs.1878.04 Crores as subsidy towards sale of power to
BJ/KJ and IP Sets for FY22.

Commission’s Analysis and Decisions:

The Commission notes that the subsidy payable to BJ/KJ and IP Set installations
as per audited accounts is Rs.77.91 Crores and Rs.1800.15 Crores towards BJ/KJ

and IP Set installations respectively for FY22.

As stated earlier, the Commission has allowed sales as per audited accounts of
95.12 MU and 2971.38 MU towards BJ/KJ and IP set installations. Accordingly, the

Commission as per the audited accounts had taken into consideration the
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subsidy corresponding to the said consumption amounting to Rs.77.91 Crores
and Rs.1800.14 Crores for FY22.

Thus, the Commission as against the approved subsidy of Rs.1929.88 Crores in
the ARR as per Tariff Order 2021 dated 9t June, 2021 for FY22, decides to consider

revised subsidy of Rs.1878.05 Crores towards sale of power to BJ/KJ and IP set

installations for FY22, after the Annual Perfformance Review for FY22.

4.3

Abstract of Approved ARR for FY22:

As per the above item-wise decisions of the Commission, the consolidated

Statement of revised ARR for FY22 is as follows:

TABLE - 4.26
CESC’s Approved revised ARR for FY22 as per APR

Amount Rs.in Crores

APR FY22
L Particulars As As approved
No. app:r)‘ved As filed under APR of
09.06.2021 FY22
1 Energy at Gen Bus-MU 7866.43 8390.87 83%90.87
2 | Transmission Losses in % 2.978% 10.17% 10.17%
3 | Energy af Interface in MU 7632.17 7537.42 7537.42
4 | Distribution Losses in % 10.75% 11.32% 11.32%
5 | Salesin MU
Sales to other than IP & BJ/KJ 3651.51 3617.70 3617.70
Sales to BJ/KJ 95.33 95.12 95.12
Sales to IP 3064.87 2971.38 2971.38
Total Sales 6811.71 6684.20 6684.20
6 | Revenue in Rs. Crs
Revenue from tariff and Misc. Charges 3046.45 2996.16 2996.15
Tariff Subsidy to BJ/KJ 69.50 77.90 77.91
Tariff Subsidy to IP 1860.38 1800.14 1800.14
Total Revenue 4976.33 4874.20 4874.20
7 | Expenditure in Rs. Crs
Power Purchase Cost 3510.22 3529.33 3529.33
Transmission charges of KPTCL 490.92 494.39 494.39
SLDC Charges 3.98 3.98 3.98
Power Purchase Cost including cost of
Transmission 4005.12 4027.70 4027.70
8 | Employee Cost 640.72
9 | Repairs & Maintenance 887.12 71.25 818.59
10 | Admin & General Expenses 106.59
Total O&M Expenses 887.12 818.56 818.59
11 | Depreciation 198.72 346.55 261.67
Interest & Finance charges:
12 | Interest on Loans 146.80 135.77 135.77
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g Particulars As As approved
No. appcr,zved As filed under APR of
09.06.2021 FY22

13 | Interest on Working capital 105.22 118.69 89.14
14 | Interest on belated payment on PP

Cost / Carrying Cost on differential Tariff 0.00 57.04 0.91
15 | Interest on consumer deposits 36.78 29.40 29.40
16 | Other Interest & Finance charges 0.00 12.70 12.70
17 | Less: interest capitalized -12.00 -6.80 6.80
18 | Total Interest & Finance charges 276.80 346.80 261.13
19 | Other Debits 0.00 10.18 9.50
20 | Neft Prior Period Debit/Credit 0.00 0.00 0.00
21 | Return on Equity 0.00 0.00 0.00
22 | Provision for Income Tax 0.00 0.00 0.00
23 | Funds towards Consumer

Relations/Consumer Education 0.50 0.00 0.04
24 | Approved Regulatory Assets as per

T.0.04.11.2020 for FY22 (Carrying cost) 77.17 0.00 15.43
25 | Other Income -77.67 -293.03 -206.76
26. | ARR 5367.76 5256.77 5187.30
27 | Carry forward Surplus/Deficit (-) as per

APR for FY20 187.07 0.00 0.00
28 | Penalty forincrease in distribution losses 0.00 0.00 -13.00
29 | Less: Disallowance of capex on

account of prudence check for FY19

and FY20 0.00 0.00 -0.853
30 | Net ARR 5180.69 5256.77 5173.94
31 | Net Surplus/deficit(-) for FY22 carried

forward to ARR for FY22 -382.57 -299.74

4.3.1

Gap in Revenue for FY22:

The Commission, after the Annual Performance Review of CESC, decides to

allow a revised ARR of Rs.5173.94 Crores as against an approved ARR of
Rs.5180.69 Crores, for FY22. Considering the revenue of Rs.4874.20 Crores, a

revenue gap of Rs.299.74 Crores is approved by the Commission for the FY22.

The Commission decides to carry forward the revenue gap of Rs.299.74 Crores of

FY22 to the revised ARR for FY24, as discussed in the subsequent Chapter of this
Order.
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CHAPTER -5

ANNUAL REVENUE REQUIREMENT FOR FY24

5.0 Annual Revenue Requirement for FY24

CESC vide its application dated 30 November, 2022, has sought approval of
the Commission for the revised ARR for the FY24 and the revision of retail supply

tariff for FY24. The summary of the proposed ARR for FY24 is as follows:

TABLE - 5.1
Proposed ARR for FY24

Amount in Rs. Crores

As
SI. No Particulars api?]r%\;ed As filed
04.04.2022
1 Energy at Generating Bus in MU 8137.86 8245.68
2 Transmission Losses in % 2.764% 2.764%
3 Energy at Interface in MU 7912.93 8017.77
4 Distribution Losses in % 10.35% 10.60%
Sales in MU
6 Sales to other than IP & BJ/KJ 3738.15 3916.80
7 Sales to BJ/KJ 96.56 97.03
8 Sales to IP sets 3259.23 3154.07
Total Sales 7093.94 7167.89
Revenue at existing tariff Rates:
9 Revenue from tariff and Misc. Charges 0.00 3475.45
10 Tariff Subsidy to BJ/KJ 0.00 78.69
11 Tariff Subsidy to IP Sets 0.00 2018.60
Total Existing Revenue including
Miscellaneous Revenue 5503.93 5572.74
Expenditure:
12 Power Purchase Cost 3511.37 4018.16
13 Transmission charges of KPTCL 580.93 581.61
14 SLDC Charges 3.43 3.43
15 Total Power Purchase Cost including cost
of fransmission 4095.73 4603.20
16 Employee Cost 763.57
17 Repairs & Maintenance 84.68
18 Admin & General Expenses 979.46 127.14
19 Total O&M Expenses 979.46 975.39
20 Depreciation 317.40 431.85
Interest & Finance charges:
21 Interest on Capital Loans 165.83 216.01
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As
SI. No Particulars ap.proved As filed
in TO
04.04.2022

23 Interest on belated payment on PP Cost 0.00 0.00
24 Interest on consumer deposits 40.22 64.60
25 Other Interest & Finance charges 5.44 12.70
26 Less: inferest & other expenses capitalised -10.00 -10.00
27 Total Interest & Finance charges 302.49 505.14
28 Other Debits 0.00 12.20
29 Net Prior Period Debit/Credit 0.00 0.00
30 Provisions for Income Tax 0.00 0.00
31 Return on Equity with MAT 0.00 0.00
32 Funds towards Consumer

Relations/Consumer Education 0.50 0.00
33 Carrying Cost on Regulatory Assets 0.00 0.00
34 Less: Other Income -135.77 -287.89
35 ARR 5559.81 6239.90
36 Surplus / deficit (-)for FY22 carried forward 0.00 -382.57

Net ARR 5559.81 6622.46

Net Deficit for FY24 -55.88 -1049.72

5.1

Chapter - 5: Annual Revenue Requirement for FY24

CESC in its petition, has requested the Commission to approve the revised
Annual Revenue Requirement of Rs.6622.46 Crores for FY24 including the deficit
of Rs.382.57 Crores for FY22. Considering the estimated revenue from sale of
power to the consumers and miscellaneous revenue at the existing tariff of
Rs.5572.74 Crores, CESC has projected the revenue gap of Rs.1049.72 Crores for
FY24. In order to bridge the revenue gap of Rs.1049.72 Crores for FY24, the
CESC has proposed the average increase in retail supply tariff by 146 paise per
unit in respect of all category of consumers including BJ/KJ and IP set

consumers for FY24.

Annual Performance Review for FY22 & FY23:

As discussed in the preceding chapter of this Order, the Commission has
carried out the Annual Performance Review for FY22 based on the audited
accounts and other relevant records furnished by CESC. Accordingly, a gap of
Rs.299.74 Crores of FY22, is required to be carried forward to the ARR of FY24.

As regards APR for FY23, it is noted that the financial year 2023 is yet to be

completed and the accounts thereon are yet to be finalized, hence the
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Commission decides to take up the APR of FY23, while taking up the revision of
ARR / Retail Tariff, if any, for FY25.

5.2 Annual Revenue Requirement for FY24:

5.2.1 Capital Investments for FY24:

1. CESC Proposal:

The CESC, in its Tariff application, has proposed the Capex of Rs.725.00
Crores, Rs.750.00 Crores for FY23 and FY24. The details of capex proposed

under various heads for FY24, are as under:

TABLE - 5.2
CESC’s Proposed Capex for the Period FY24
SL Amount in
NO ISR Rs.Crores
1 Extension and Improvement 200.00
2 | Replacement of failed tfransformers 5.00
3 | Service Connection( WS,IP SET, New connection) 325.00
4 | TSP-Energisation of IP Set 5.00
5 | SCP-Energisation of IP Set 10.00
6 | Special development Programme (SDP) 20.00
7 | Gangakalyana-Energisatfion of IP Set 115.00
8 | Tools & plants 10.00
9 | Civil Engineering works 25.00

Providing meters to DTC, BJKJ, Streetlight, Replacement of
10 | electromechanical meters, Providing modems to meters for 20.00
communication, Providing LT Distribution box with MCCB

11 | Tinitiatives-

q Sof‘rwore Licenses and Antivirus cost maintaining cyber 100
security

b | Up gradation of deteriorated IT Infrastructure 2.00

c Fixing of DTC Meter/ 4G Modems to achieve AMR for RAPDRP 200
area

12 | DSM Activities 10.00

Total 750.00
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2. Commission’s Analysis and Decision:

a. CESC has proposed the Capex of Rs.750 Crores for FY24, as per the capex
approved in the MYT Order 2022, against the works proposed to be taken in
FY24, as indicated in above Table.

b. The Commission, in its preliminary observations had directed CESC to furnish

division-wise abstract of following works to be taken up along with cost.

i. E&l works costing Rs.200 Crores;
ii. Service connection works costing Rs.325 Crores;
ii. GK works costing Rs.115 Crores.

iv. Other works costing Rs.110 Crores.

The Division-wise Cost breakup abstract in respect of above works as

submitted by CESC in its reply are as under:

TABLE - 5.3
Projected Capex for FY24- by CESC

(Amount in Rs. Crores)

Service Ganga

ilc; g:{ ::ii:f 13 Wisr‘II(s Connection | Kalyana Other

) Works Works Works
1 | N.R Mohdalla 9.11 3.08 2.17 7.00
2 | V.V Mohdlla 9.75 3.80 2.56 7.00
3 | Nanjanagud 11.53 9.47 12.94 6.00
4 | Hunsur 19.85 15.42 10.65 6.50
5 | K.R.Nagar 6.59 12.65 9.96 6.00
6 | C.H.Nagar 15.72 32.88 12.00 6.00
7 | Kollegala 12.34 17.95 9.14 6.00
8 | Kodagu 18.85 10.87 3.89 5.50
? | Maddur 11.92 17.33 8.24 6.00
10 | Mandya 6.59 14.61 5.36 6.00
11 | P.Pura 15.12 24.72 5.38 6.00
12 | K.R.Pet 10.56 15.59 4.43 6.00
13 | Nagamangala 7.78 16.73 4.35 6.00
14 | Hassan 8.03 27.31 3.34 6.00
15 | Sakaleshapura 11.97 31.31 7.05 6.00
16 | C.R.Patna 8.82 31.95 4.65 6.00
17 | Arasikere 6.79 14.32 5.47 6.00
18 | H.N.Pura 8.68 25.01 3.42 6.00
Total 200.00 325.00 115.00 110.00
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Further, CESC has stated that budgetary allocation is made based on the
previous year's allocations/ achievements. The number of works will be
finalized after finalization of left out works of FY23 as spill over works and new

works proposals for FY24.

Based on the reply furnished by CESC, in respect of Capital Investment Plan
for FY24, the Commission has reckoned and retained the capex of Rs.750
Crores for FY24, as approved in the MYT Order 2022. However, to avoid
front loading of interest on capital loan and depreciation thereon in the retail
supply tariff the Commission decides to reckon capex of Rs.625 Crores for
the determination of revised ARR for FY24. The capital expenditure allowed
is subject to prudence check to be taken up by the Commission.
Considering CESC’s projected availability of capital grants from Gol / GoK
and the internal resources and the amount of works to be carried out under
self-execution and deposit contribution by CESC, for the execution of capex,
the Commission considers Rs.425 Crores for the purpose of ARR, as capital

borrowings for FY24.

The approved capex for FY24 is subject to the following directions:

i) CESC is directed to strictly adhere to the directions issued in the MYT
Order 2022, in respect of incurring the Capex for FY24, without any
violations. Otherwise, the Commission will be constrained to take
appropriate action as may be deemed necessary against CESC for

violation of said directions.

ii) If there is any excess expenditure in any head of expenditure, the same
shall be met from the savings in any other approved heads of
expenditure within the capex approved by the Commission, excluding
the Central / State scheme works.

iiii) The capex approved by the Commission to carry-out the Central / State
scheme works shall not be re-appropriated to any other category of

capital expenditure head.
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iv) In case, the approved capex is likely to be exceeded prior approval of
the Commission may be obtained duly furnishing all the details with due
justification.

V) Comply with the capital expenditure guidelines and monitor the physical
progress as well as financial progress in respect of the works carried out
under Capex ensuring adherence to set timelines of completion, cost to
benefit ratio, etc.

Vi) CESC is directed to ensure that the investments made under any of the
schemes, i.e. whether the funding is either met through grants, internal
resources or through capital borrowings, should not become waste/futile

expenditure resulting in creation of stranded assets.

vii) take concrete measures to complete and capitalize the works, which are
pending since many years so that, the benefits envisaged are realized
and passed on to the consumers effectively;

viii)  identify the high loss Sub-Divisions/Divisions and prioritize its capex
specifically to reduce the distribution loss, improve the reliability of the
distribution system and improve the voltage regulations.

iX) prepare a detailed perspective plan by conducting 11 kV feeder-wise
and DTC-wise load flow studies to ascertain the present and projected
loads on the feeders and to arrive at least cost, techno-economically
feasible improvement plan for:

. Reducing distribution losses.

. Reducing the HT.LT Ratio.

. Reducing Transformer failures.

. Segregation the loads in the feeders.

. Reducing in Power theft.

™ 0O O O U O

Bringing programs for the awareness among the people on usage
and conservation of energy.

g. Improving the sales to metered category and Power factor of the
IP set loads by installing switched capacitors of suitable capacity to

the secondary of the transformers.
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c. Revised Capex for FY23:

CESC has indicated revised capex of Rs.725 Crores for FY23 in its filing, duly
proposing head-wise re-appropriation as per the capex approved in MYT
Order 2022. As the current tariff proceedings are for APR of FY22 and ARR of
FY24, the capex incurred for FY23, would be reviewed during the APR of
FY23.

5.2.2 CESC Sales for FY24:

A. Category-wise sales- other than IP sets for FY24:

CESC in its fiing has estimated the number of installations as 3912327
numbers and energy sales as 7167.90 MU for FY24. CESC has submitted that it
has adopted the following approach for estimating the number of

installations and energy sales:

a. CESC, inits fiing has stated that the number of installations and energy
sales for FY23 and FY24 is based on the CAGR for the period FY19 to FY22,
FY17 to FY22 and the previous year growth rate.

b. It is submitted that the number of installations for LT-2a, LT-2b, LT-3, LT-5, LT-
6a, LT-7, HT-2a and HT-3 is estimated based on three-years’ CAGR and for
other categories, based on five-years’ CAGR. In case of EV charging
stations, it is submitted that the Government has allocated 155 numbers
to CESC and therefore, CESC has estimated 175 numbers for FY24. Further,
in case of BJ/KJ, as there is no new scheme, the numbers as on 30.09.2022
is retained.

c. Regarding energy sales, it is submitted that three-years’ CAGR s
considered for LT-4b, LT-5 and HT-1 categories. For other categories
excluding BJ/KJ, IP Sefts, LT-2b and HT-2b, five-years’ CAGR is adopted. For
BJ/KJ, 1% growth is considered, for IP Sets the energy sales for estimated
based on specific consumption. In case of LT-2b and HT-2b, CESC has
considered 1% and 2% growth, as under these categories CAGR is

negative.

d. The observations of the Commission, CESC’s replies and the Commission’s

views thereon, on the sales forecast are as follows:
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The BJ/KJ sales shall be estimated based on specific consumption of FY22
instead of considering 1%. Further, it is observed that, even though the
number of installations in FY24 is same as FY23, the sales has been

marginally increased.

CESC’s Reply:

Even though, the number of installation is same, CESC has considered

bare minimum increase in sales and has requested to consider the same.

i. The number of BJ/KJ installations for FY24 in page no. 51 is indicated as
445124 & 43018 instead of 448285 and 44869.

CESC's Reply:

The number of installations indicated is based on actual mid-year

installation of FY23.

ii. In page no.56, the sales for LT3 for FY24 is indicated as 335.92 MU
whereas, as per D2 Format it is 336.05 MU and for LT-7 it is indicated
as 18.82 MU against 18.69 MU in D2 Format.

CESC's Reply:

For FY24 CESC has proposed to merge LT7b category to LT3 category. In
D2 format the sales for LT3 is retained as 335.92MU and 0.13MU of LT7b is
added.

ii. InD2Format, the breakup for LT-5a &5b for FY24 is not indicated.

CESC’s Reply:
CESC has proposed to merge LT5a and LT5b.

iv. The LT-2b sales may be estimated considering the specific

consumption of FY22.
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CESC’s Reply:

Due to inconsistent and negative growth, 1% growth is considered.

e. In order to analyze HT sales, CESC was directed to furnish the breakup of
sales data of HT2(a), HT2(b), HT 2(c) and HT-4 categories along with the

consumption from open access / wheeling, in the specified format.
CESC in its replies has furnished the details

f. The Commission had observed that the growth rate for number of
installations considered is on the higher side for HT-1& lower for HT-4
categories, when compared to the CAGR. CESC was suggested to

consider revising the figures for these categories.
CESC's Reply:
CESC has submitted that for HT1 category and for HT4 five-year CAGR of

8.96% and 27.86% respectively is considered.

g. The Commission had noted that the sales growth rate considered is
marginally on higher side for HT-4 category, when compared to the
CAGR. CESC was suggested to consider revising the figures for this

category.

CESC's Reply:

CESC has submitted that for HT4, five-year CAGR of 2.24% is considered.

h. Validation of Sales:

To validate the sales, CESC was directed to furnish category wise
information in the specified format
CESC in its reply has furnished the details.

The Commission has noted the replies furnished by CESC on the observations

made on sales estimates and the approach of the Commission for estimating
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the number of installations and energy sales are discussed in the subsequent

paragraphs of this chapter.

Il. Commission’s approach for estimating the number of installations and sales
for FY24:

The Commission has noted the replies furnished by CESC and the approach of
the Commission in estimating the number of installations and sales are

discussed below:

1) No. of Installations:

i) While estimating the number of installations (excluding BJ/KJ and IP) for

FY24, the following approach is adopted:

a. The Commission has validated both the number of installations and
energy sales to various categories considering the actuals as on 30t
November, 2022 and has estimated the number of installations and
sales for the remaining period reasonably. Accordingly, the base year
estimation has been revised which has an impact on the estimates on

the number of installations and sales for the FY24.

b. Wherever the number of installations estimated by the CESC for the
FY24 is within the range of the estimates based on the CAGR for the
period FY17 — FY22 and for the period FY19 — FY22, the estimates of the
CESC are retained.

c. Wherever the number of installations estimated by the CESC for the
FY24 is lower than the estimates based on the CAGRs for the period
FY17 — FY22 and for the period FY19 — FY22, the estimates based on the
lower of the CAGRs for the period FY17 — FY22 and for the period FY19 —

FY22 are considered.

d. Wherever the number of installations estimated by CESC for the FY24 is
higher than the estimates based on the CAGRs for the period FY17 -
FY22 and for the period FY19 — FY22, the estimates based on the higher
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of the CAGR:s for the period FY17 — FY22 and for the period FY19 — FY22

are considered.

e. For LTéc, LT-7 and HT-5 categories, the estimates of CESC are retained.

ii) For LT2a and LT3 categories, average of CAGR method and CESC

estimate is considered.

Based on the above approach, the total number of installations (excluding
BJ/KJ consuming < 40 units/month and IP installations) estimated by the

Commission for FY24 is indicated in the table below:

Approved Number of installations
FY24

Filed Approved

2972246 3009806

*excludes station auxiliary installations

iii) Energy Sales:

(i) Generally, the sales are estimated for FY24 are estimated

considering the following approach:

a. The base year sales for FY23 as estimated by the CESC has been
validated, duly considering the actual sale upto November, 2022

and modified suitably as stated earlier.

b. Wherever the sales estimated by the CESC, for the for FY24, is within
the range of the estimates based on the CAGR for the period FY17 -
FY22 and for the period FY19 — FY22, the estimates of the CESC are

considered.

c. Wherever the sales estimated by the CESC for the FY24 is lower than
the estimates based on the CAGRs for the period FY17 — FY22 and
for the period FY19 — FY22, the estimates based on the lower of the
CAGR:s for the period FY17 — FY22 and for the period FY19 — FY22 are

considered.
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d. Wherever sales estimated by CESC for FY23 is higher than the
estimates based on the CAGRs for the period FY17 — FY22 and for
the period FY19 — FY22, the estimates based on the higher CAGRs for
the period FY17 - FY22 and for the period FY19 - FY22 are

considered.

e. LT-2b, LT4c and LTé Street lights categories, the sales are estimated

based on FY23 specific consumption.

f. For LTéc, LT-7 and HT-5 categories, the estimates of CESC are

retained.

Based on the above approach, the sales (excluding BJ/KJ consuming < 40

units/month and IP sales) estimated by the Commission, for FY24, is indicated in

the following table:

Approved Energy Sales

in Million Units

FY24

Filed

Approved

3911.17

3974.06

*Excludes Auxiliary consumption of 5.63 MU

iv) Sales to BJ/KJ:

The break-up of sales to BJ/KJ installations considered for FY22 is as

indicated below:

Specific
Particulars No. of Consumption | consumption per
Installations in MU installation per
month (kWh)
Installations consuming less
. 44792 A2

than or equal to 40 units 923 % 17.697
Installations consuming more
than 40 units and billed under 41739 2921 58.439
LT2(q)

The Commission notes that, the specific consumption works out to 17.70 units

/installation/month for BJ/KJ installations consuming less than or equal to 40
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units per month which is considered for estimating the sales to BJ/KJ

installations consuming less than or equal to 40 units for the control period.

Since, CESC has not proposed any additional installations during the confrol
period, as there is no GoK policy to extend the benefit of free power to any
new BJ/KJ installations, the number of BJ/KJ installations consuming less than or
equal to 40 units per month and more than 40 units per month as existing as on
30.11.2022 is retained. Further, the Commission had observed that the specific
consumption of 58.44 units / installation / month for BJ/KJ installation consuming
more than 40 units per month is on the higher side. CESC in its reply to
preliminary observations, has furnished the month-wise details for FY22, based
on which the weighted average specific consumption works out to 54.78 units
/installation/month. The Commission notes that the number of installations and
consumption of BJ/KJ installations consuming more than 40 units/month varies
from month to month. Therefore, considering the overall consumption and year
end installations, the specific consumption would be higher. Thus, the
weighted average specific consumption of 54.78 units /installation/month is
adopted for estimating the sales to BJ/KJ installations consuming more than 40

units for the control period.

The BJ/KJ sales worked out as per the above specific consumption for FY24 is as

indicated in the following Table:

Million Units
FY24
No. of Sales-
Particulars Installations MU
Installations  consuming
less than or equal to 40
units 95.12
447923
Installations  consuming
more than 40 units and
billed under LT2(a) 41739 27.44
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B. Sales to IP sets — projections for ARR FY24;

CESC Proposal:

CESC, in its tariff application, has projected IP sets consumption of 3,154.07 MU
against 4,94,687 number of installations, for FY24. As per D-2 Format, CESC, has
reported actual consumption of 2,971.38 MU against 4,46,535 number of IP set
installations for FY22. CESC, in its current tariff filing, has reported growth rate in
the number of IP installations, i.e., CAGR for 5 years, 3 years and the growth
over previous years as 5.68%, 5.69%, and 5.39% respectively. In its replies to
preliminary observations, CESC has informed that, the projection is made by
considering the least of the CAGR and projected the number of IP installations
for FY23 as 4,70,611. CESC has projected the energy sales by considering the 3
year CAGR on the consumption of FY22 and projected 3,000.56 MU and
3,154.07MU for FY23 and FY24 respectively. The specific consumption
considered by CESC for FY23 and FY24 is 6,376 units/installation/annum.

Commission’s Analysis and Decision:

a. While verifying the computations of IP sets, it is found that, the actual sales to
IP sets for FY22 is 2,971.38 MU, against 4,45,374 number of installations. Based
on the actual sales to IP sets, the Commission has arrived at the specific
consumption as 6,838.52 units per installation per annum for the FY22, by
considering the mid-year installations of 4,34,506 numbers.

b. In its replies to preliminary observations, CESC has submitted that 1,161
number of IP set installations are stated to be dried up out of 4,46,535. Thus,

reckoning the number of live installations as 4,45,374 for FY22.

c. Based on the data of FY19, FY20, FY21 and the number of installations for
FY23 furnished by CESC and duly considering CAGR, the Commission has
considered numbers of installations as 4,96,937 for FY24.

d. Now, by calculating the mid-year installations for FY23 based on the number
of installations estimated as detailed in para (c) above and the specific
consumption of 6,376 units/IP/annum considered by CESC, the energy sales
to FY23 is projected as 2,920.16 MU.
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e. Based on the estimated number of installations for FY23 and by considering
the specific consumption considered by CESC the details of energy sales

projections to IP set consumers for FY24, are as indicated below:

TABLE-5.4
Approved IP Set Sales for FY24
FY24
Parficulars s t;ppt:‘oeved As submitted by | As approved by
y he CESC in its Tariff | the Commission
(i EELT Application (Revised)
in TO 2022 PP
No. of Installations 4,80,637 4,94,687 4,96,937
Mid-year number of 4,71,137 4,83,774
Installations
Specific consumption in 6,917.80 6,376 6,376
units/installation/annum
Sales in MU 3,259.23 3,154.07 3,084.54

Accordingly, the Commission approves 3,084.54 MU as energy sales to IP-sets
as against the projections of CESC of 3,154.07 MU, for the FY24. The number of
installations approved for FY24 is 4,96,937. This approved IP set consumption for
FY24 is with the assumption that the Government of Karnataka would release
full subsidy to meet the revenue requirement on the approved quantum of IP
sets sales. However, if there is any variation/ shoritfall in the subsidy allocation
by the Gok, the quantum of sales to IP sets of 10 HP and below shall be
proportionately regulated. The CESC shall therefore, regulate the number of
hours of power supply to exclusive agricultural feeders with reference to the

subsidy allocation by the Government.

Government of Karnataka vide letter dated 29.03.2023 has informed the
Commission that for FY24, Government have allocated an amount of
Rs.13,143.00 Crores for providing free electricity supply to BJ/KJ consumers
(consuming up to 40 Units) and IP sets consumers with a sanctioned load of 10
HP & below and requested the Commission to determine the tariff for these

categories considering the same.

In this regard, it is explicitly made clear that the Commission is determining the
tariff for various category of consumers duly considering the cross subsidy from

other category of consumers. As such, while determining the tariff for BJ/KJ
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consumers (consuming up to 40 Units) and IP sets consumers with a sanctioned
load of 10 HP and below, the Commission has to consider the level of cross
subsidization from other consumer categories and also the increase in the
various cost components. Resultantly, it is not possible for the Commission to
determine the tariff for the above categories restricting to the amount of
subsidy allocated by the Government. Further, as per Section 62 of the EA,
2003, the Commission is required to determine the tariff. Therefore, the request
of the Government to limit the tariff of these categories to match the amount of
allocated subsidy would be against the decision of the Government in the
matter of providing free electricity supply to these categories vide its order
04.09.2008.

In the light of this, the Government shall fully meet the cost of such subsidized
supply at the rate of Commission Determined Tariff in respect of for BJ/KJ
consumers (consuming up to 40 Units) and IP sets consumers with a sanctioned
load of 10 HP & below. In case, the Government is not able to provide the
subsidy to the extent of CDT approved by the Commission, then GoK shall
direct the ESCOMs to regulate the power supply to the extent the subsidy
provided.

f. The Commission notes that CESC has taken up GPS survey of IP-sets to
identify the defunct / not in use / dried up installations in the field and to
arrive at the correct number of IP-sets by deducting such defunct / not in
use / dried up IP-set installations from its account, on the basis of GPS survey
results. The CESC has furnished the data of GPS survey without reconciling
with the number of installations in the DCB as on 31.03.2022. From the data
of GPS survey furnished by CESC, it is observed that there is a difference in
number of installations to that of the number of IP installations in the DCB
and accounts. Thus, the Commission observes that the data of GPS survey
made available is incomplete, as well observes inconsistency in the GPS
survey data furnished by CESC and hence, the Commission is unable to

accept the same.
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g. In view of fact that the data of GPS survey of IP-sets is incomplete, the
number of installations reckoned for FY22 and estimates for FY24 are subject
to change based on the GPS survey results. Accordingly, after completion of
the survey and finalization of the report, CESC shall furnish the correct
number of IP set installations duly deducting the number of dried up /
defunct IP sets from the total numbers. Thereafter, any variation in the sales
due to change in the number of installations would be trued up during the

Annual Performance Review for the FY23.

h. The feeder-wise, month wise-data of assessment of IP sets for the period from
April 2022 to September 2022 as furnished by CESC, in its tariff filing, has been
considered provisionally for the purpose of projecting the sales for FY23 and
FY24. The Commission would consider revising the same, based on the GPS
survey data. Hence, CESC is directed to submit the final survey Report within
3 (three) months from the date of this Order. The survey data should be
reconciled with the DCB Statement data and thereafter report the total IP-set
consumption to the Commission, month-on month regularly, as per the

format prescribed in the previous tariff orders of the Commission.

Based on the above discussions, the category wise approved number of
installations for the FY24 vis-a-vis the estimates made by the CESC is indicated
in the following Table:

TABLE - 5.5

Category-wise approved number of installations
No of Installations

o | e
LT-1 (a) | Bhagya Jyoti < =40 units 445124 447923
LT-1 (a) | Bhagya Jyoti>40 43018 41739
LT-2a Domestic AEH 2333628 2364288
LT-2b Pvt. Institutions 3942 4095
Commercial - Applicable

LT-3 fo areas coming under VPs 315080 319572
IP sets - Less than 10 HP -

LT-4 (a) | General 494687 496937
Irrigation Pump sets - More

LT-4 (b) | than 10 HP 240 240
Private Horticulture

LT-4 (c) | Nurseries, Coffee & Tea 13259 12952
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Plantations
LT-5 Lt Industries 54504 57102
LT-6 Water Supply 34086 34123
LT-6 Street Lights 29276 30426
LT-6 EV charging 175 175
LT-7 Temporary Power Supply 141640 141640
LT Total 3908659 3951212
HT-1 HT Water Supply 228 223
HT-2
(a) HT Industries 1443 1491
HT-2
(b) HT Commercial 1025 1018
HT-2(c) 412 407
HT-3(a)
& (b) HT Irrigation & LI Societies 145 155
Res. Apartments -
Applicable to Mangalore
Municipal Corporation
HT-4 Ared 66 81
HT-5 Temporary 79 79
HT Total 3398 3454
3912057
LT + HT Total 3954666
Auxiliary 270 270
Grand Total 3912327 3954936
*Categories other than IP
sets and BJ/KJ consuming
less than or equal to 40
units/month./installations 29722446 3009806
month./installations 939811 944860

*Excludes auxiliary installations

The approved category-wise energy sales for the FY24 vis-a-vis the estimates

made by the CESC are as indicated in the following Table:

TABLE - 5.6
Category-wise approved energy sales

Million Units

s CESC KERC

FY24 FY24
LT-1 (q) Bhagya Jyoti < =40 units 97.03 95.12
LT-1 (q) Bhagya Jyoti>40 29.86 27.44
LT-2a Domestic AEH 1183.76 | 1178.33
LT-2b Pvt. Institutions 8.07 10.71

Commercial — Applicable

LT-3 fo areas coming under VPs 336.05 370.38
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IP sets — Less than 10 HP —

Grand Total

LT-4 () General 3154.07 | 3084.54
Irigation Pump sets — More
LT-4 (b) than 10 HP 1.24 1.20
Private Horticulture
Nurseries, Coffee & Tea
LT-4© Plantations 19.90 22.60
LT-5 Lt Industries 183.27 192.70
LT-6 Water Supply 301.68 301.37
LT-6 Street Lights 123.53 133.87
LT-6 EV Charging 14.00 14.00
LT-7 Temporary Power Supply 18.69 18.69
LT Total 5471.15 | 5450.94
HT-1 HT Water Supply 535.55 539.47
HT-2 (a) HT Industries 808.04 808.04
HT-2 (b) HT Commercial 108.07 108.07
HT-20 55.72 63.50
HT-3(a) &
(b) HT Irrigation & LI Societies 171.65 171.65
Res. Apartments -
Applicable to Mangalore
Municipal Corporation
HT-4 Area 4.36 4.32
HT-5 Temporary 7.73 7.73
HT Total 1691.12 | 1702.78
7162.27 | 7153.72
LT + HT Total
*Categories other than IP
sets and BJ/KJ consuming
less than or equal to 40
units/ month./installations
month./installations
month./installations. 3911.17 | 3974.06
IP sets and BJ/KJ
consuming less than or
equal to 40
units/month./installations 3251.10 | 3179.66
Auxiliary 5.63 5.63
7167.90 | 7159.35

*Excludes auxiliary consumption and additional sales

5.2.3 Distribution Losses for FY24:

CESC, inits ARR filing has proposed to achieve the distribution losses of 10.60%

for FY24.
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Commission Analysis and Decisions:

The Commission, in its Tariff Order dated 04.04.2022, has approved the

distribution loss target for FY24 as detailed below:

Particulars FY 24
Upper limit 10.60
Average 10.35
Lower limit 10.10

The performance of CESC in achieving the loss target set by the Commission in

the past 5 years is as follows:

Particulars FY18 | FY19 | FY20 | FY21 | FY22 | FY23 FY24

Approved 13.00 12.75 12.70 11.50 10.75 10.70 10.35
Distribution
losses in %
Actual 13.20 | 12.04 | 11.12 | 1275 | 11.32
Distribution
losses in %

The Commission in its preliminary observation has directed CESC to reassess
and submit the revised distribution losses for FY24. The CESC in its reply has
stated that to achieve the lower limit distribution loss of 10.10% as approved in
the Tariff Order 2022 by the Commission requires huge investment towards
extension and improvement works and request the Commission to consider the
distribution loss of 10.60% as proposed by CESC for FY24.

The Commission notes that, CESC was able to achieve the reduction in the
distribution loss by 1.88% percentage point in 5 years. Over the actual
distribution loss of 13.20% during FY18. CESC considering the capital investment
made by CESC under various schemes and other capital programmes and the
capex proposed by CESC for FY23 and FY24 the distribution loss target of 9.60%
proposed by CESC is not acceptable. CESC should strive hard to reduce the
losses to achieve the target set by the Commission for FY24. Further, the
Commission notes the actual distribution losses of cities/towns covered under

CESC area. The Commission has observed that, the losses in some of the cities
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/ towns are very high. The Commission directs CESC to study and analyze the
reasons for higher losses and draw an action plan to reduce the losses, thereby

it can achieve the loss target fixed by the Commission.

In light of the above, the Commission reiterates its directions and decides to
retain the distribution loss target as approved in the Tariff Order 2022 as

detailed below:

Particulars FY 24
Upper limit 10.60
Average 10.35
Lower limit 10.10

The Commission directs CESC to ensure that the loss reduction targets as fixed
above are achieved by proper planning and monitoring of the working of
distribution system in CESC

5.2.4 Power Purchase for FY24

The ESCOMs, in their tariff applications have submitted the D-1 Format
indicating their power purchase requirement for the FY24. The consolidated
statement showing the energy requirement of the ESCOMs in the State for FY24,
is shown hereunder:
TABLE - 5.7
Requirement of Energy as filed by ESCOMs

Energy
ESCOMs requirement for
FY24 (in MU)
BESCOM 34766.29
MESCOM 6313.75
CESC 8245.68
HESCOM 15575.23
GESCOM 9732.79
Total 74633.74
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CESC’s submission:

The CESC has submitted its power purchase requirement for the FY24 based
on the projected sales, as follows:
TABLE - 5.8
Energy Requirement as filed by CESC

Particulars FY24
Sales (MU) 7167.89
Distribution losses % 10.60
Energy at IF point (MU) 8017.77
Transmission Losses % 2.764
Energy Required at generation Bus, to
meet the sales of CESC (MU) 8245.68

5.2.5 Sources of Power:

CESC'’s submission;

The CESC, in its ftariff application, has submitted the source-wise power
purchase requirement for FY24. Also CESC has submitted the basis for

considering the availability of power from different sources, as follows:

(i) The availability/ power procurement from KPCL Thermal and Hydel
stations is on the basis of Power Purchase Agreement dated 22.05.2010,
based on norms approved by the State Commission, vide its order dated
03.08.2009 and 25.02.2015 and also by considering the data submitted
by KPCL through e-mail dated 15.11.2022.

(i) Availability of power from Central Generating Stations (CGS) is as per
LGBR and the quantum of energy to be drawn by Karnataka is based on

the percentage of allocation to the State.

(iii) Inrespect of major IPPS, RE and other sources such as RE generators and
others sources such as Jurala Power & TB Dam Power and UPCL, etc., the
availability is considered based on State’s share and the contracted

capacity of the Power Purchase Agreement respectively.

(iv) The energy available for FY24, from different generating sources in the

State of Karnataka is as detailed below:
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Generating Station En:’r\gz in Source

KPCL Hydro 12203.73 KPCL

RTPS- 1107 8827.85 KPCL

RTPS 8 1554.37 KPCL

BTPS Unit-| 3051.84 KPCL

BTPS Unit-II 2899.06 KPCL

BTPS Unit-ll 4873.50 KPCL

Yeramarus TPS- 18&2 10905.24 KPCL

CGS 18279.16 LGBR of SRPC for 2023-24

Kudigi 9363.68 LGBR of SRPC for 2023-24

DvC 3048.25 DVC

UPCL 7482.78 90% of 85% installed
capacity

NCE Projects 19929.29 Actuals of ESCOMs for the
FY 2021-22

TBHE & Jurala Projects 207.28 Actuals of 21-22

Total 102626.04

(v) The generation capacity of the existing generation sources and the
envisaged additional sources vis-a-vis the energy requirement for the
entire State, fixed charges and variable charges are indicated in the
tariff application of CESC. The summary of the same is shown in the

following Table:

TABLE - 5.9
Power purchase requirement of CESC for FY24
Financial Year 23-24
SOURCES . . Avg. cost Per

Energy in MU Cost in Rs Crs. unit Rs./unit
KPCL Hydel Energy 2322.24 223.89 0.96
KPCL Thermal Energy 1665.42 1199.08 7.20
CGS Energy 2304.38 1269.74 5.51
UPCL 166.04 326.39 19.66
Renewable
Energy/Bundled power 1755.84 785.39 4.47
Other State Hydel 29.22 1.02 0.35
CTUIL & POSOCO Charges 211.41
KPTCL Transmission & SLDC 585.04
Allocation to other
ESCOM:s 2.54 1.24 4.88
TOTAL 8245.68 4603.20 5.58
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Commission’s Analysis and Decisions

a) The energy requirement of the ESCOMs, including CESC, is being met from
the following sources, through long-term Power Purchase Agreement
(PPAS) with:

i)  Karnataka Power Corporation Limited (KPCL) Generating stations;
i) Central Generating Stations (CGS);

iv) Major Independent Power producers (IPPs) and

v) Renewable Energy (RE) sources.

vi) Other Hydro projects.

b) Quantum of energy available from Karnataka Power Corporation Limited

(KPCL) Generating stations:

To arrive at the available quantum of energy and power for the year
FY24, the Commission has considered the availability as furnished by KPCL
for KPCL Generating Stations.

c) Quantum of energy available from Central Generating Stations (CGS):
To arrive at the availability quantum of energy and power for the year
FY24, the Commission has considered the availability furnished by the
SRPC/PCKL for Central Generating Stations. The availability of CGS stations

is based on the share of Karnataka, as notified from fime to fime.
d) Major Independent Power producers (IPPs):

The Maijor IPPs in Karnataka is UPCL with a generation capacity of 1200MW
having unit-1 and unit 2. Out of this station 85% of 90% of installed capacity

is considered and correspondingly the energy is considered for FY24.

e) Renewable Energy (RE) sources

In the case of availability from the Renewable Energy sources, the actual
generation capacity contracted by the ESCOMs, as indicated in D-1

Format and as per the contracted PPAs, has been considered.
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f) Other Hydro projects

The availability from the other sources such as Jurala Hydel Station and TB
dam Power Stations of Telangana State has been considered based on
Karnataka's share in the installed capacity and as per the contracts

executed with these generators.

Based on the above availability criteria, the energy requirement for the State,
with reference to the sales target approved for FY24, is given in the following
Table.

TABLE - 5.10

ABSTRACT OF POWER PURCHASE REQUIREMENT OF THE STATE
FOR THE YEAR FY24

FINANCIAL YEAR 23-24
SOURCES Energy in | Total Cost Avg. cost
MU in Rs Crs. per unﬁ
Rs./unit

KPCL Hydel Energy 12203.73 1264.87 1.04
KPCL Thermal Energy 16847.62 12378.98 7.35
CGS Energy 22758.59 11739.93 5.16
UPCL 1500.00 2711.48 18.08
Renewable Energy: 18222.29 7277.35 3.99
Other State Hydel 207.28 63.50 3.06
Bundled Power 2007.16 1269.43 6.32
CTUIL & POSOCO
Charges 2122.751
KPTCL Transmission &
SLDC 5603.5905
TOTAL 73746.6760 44431.880 6.02493

5.2.6 CESC’s Power Purchase Quantum, Cost & Transmission charges for FY24:

CESC'’s Submission

CESC has submitted the Power Purchase requirement along with the cost
including the transmission charges and SLDC charges, in D-1 Format. CESC has
sought approval of the Commission for purchase of power to an extent of
8245.68 MU at a cost of Rs.4603.20 Crores, which includes transmission and
SLDC charges, for the year FY24.
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As regards the cost of power, the CESC has submitted that, same is considered
as per the norms defined in contracts (PPAs)/ Regulations and based on the
tariff indicated by KPCL for its Stations and the tariff determined by the CERC in

respect of Central Generating Stations, DVC Stations and UPCL stations.

Commission’s Analysis and Decisions:

After a detailed analysis of the power purchase costs claimed by the CESC, the
Commission has arrived at the power purchase quantum and cost, to be
allowed in the ARR for FY24. The basis for computation of power purchase

quantum and cost for the year FY24 is as indicated below:

1. Quantum of Power: Based on the approved sales and the allowable
fransmission and distribution losses, the requirement of Power for the CESC,

for the year FY24, is worked out as detailed below:

TABLE - 5.11
Power Purchase requirement for the

CESC for the year FY24

Particulars FY24
Sales (MU) 7159.35
Distribution losses (%) 10.35
Energy at IF point (MU) 7985.89
Transmission Losses (%) 2.764
Energy at Generation Bus required to
meet the sales target of CESC (MU) 8212.894

2. While approving the cost of power purchase, the Commission has
determined the quantum of power from various sources in accordance with
the principles of Merit Order Dispatch (MOD), based on the ranking
according to the variable cost of the approved sources of supply.

3. The rates considered in respect of the KPCL statfions are based on the
Commission’s order dated 03.08.2009 for hydel stations, except for
Shivasamudram, Shimsha, Munirabad & MGHE for which separate rates, as

per Order dated 25th February 2015, are applicable.
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4. The variable costs of State thermal stations and UPCL, are considered based
on the recent power purchase bills passed by the CESC and also based on
the recent landed cost of fuel and other variable components.

5. The fixed charges and the variable charges in respect of the Central
Generating Stations, UPCL Stations and the DVC Stations have been
considered based on the Tariff determined by the CERC as per the CERC
norms. However, the energy has been considered from these units by limiting
the gquantum of energy as per the requirement of ESCOMs, to meet the sales
target on the basis of Merit Order Despatch. It is expected that any surplus
energy available from fied up sources of energy would be tfraded by the
ESCOMs through PCKL on commercial principles. Similarly, any requirement
over and above the quantum approved in this Tariff Order, shall be
procured from the contracted/ tied up sources only.

6. The variations, if any, in the power purchase costs allowed now and the
power purchase costs actually incurred, shall be claimed by CESC by
notifying the PPCA charges as per the amended Regulations on Fuel and
Power Purchase Adjustment (FPPCA Regulations). While computing the
variations in the FPPCA, CESC shall not include the interest towards Late
Payment Surcharge being incurred in the normal course, in view of the fact
that the Commission is allowing interest on working capital as per MYT
norms. However, the interest on power purchase dues paid as per the Court/
Commission’s Order may be included in the FPPCA Claims.

7. The Commission has allowed the KPTCL transmission charges and SLDC
charges to be paid by the ESCOMs, in the Power Purchase Cost and is as

detailed below:

TABLE - 5.12
Transmission & SLDC Charges
KPTCL Transmission SLDC Charges in
T il 2ereh) Charges in Rs. Crores Rs. Crores

BESCOM 2864.9084 14.381
MESCOM 424.5323 2.015
CESC 615.6697 2.841

HESCOM 1066.2217 5.364
GESCOM 604.5184 3.139
Total 5575.8505 27.740
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8. The PoC charges payable by ESCOMs has been computed by considering
the amounts claimed by CTUIL (Central Transmission Utility of India Limited)
based on to GNA quantum of 4376 MW allocated to Karnataka in Annexure-
| of Central Electricity Regulatory Commission (Connectivity and General
Network Access to the Inter-State Transmission System) Regulations, 2022
notified on 07.06.2022, the State Transmission Utility on behalf of intra-state

entities including distribution licensees.

9. Based on the requirement of energy allowed and the power allocation
given by the Government of Karnataka, the source wise Power Purchase
quantum and costs are approved in the ARR of CESC for the year FY24.

10. The consolidated power purchase quantum and cost for the FY24, as

approved by the Commission, is shown in the following Table:
TABLE - 5.13

ABSTRACT OF POWER PURCHASE APPROVED
FOR CESC FOR THE YEAR FY24

FINANCIAL YEAR 23-24
SOURCES EnergyIn | Costin | CostPer
MU Rs. unit In
Crores Rs.
KPCL Hydel Energy 2821.35 251.19 0.89
KPCL Thermal Energy 842.38 618.95 7.35
CGS Energy 2555.19 | 1334.46 5.22
UPCL 215.05 388.74 18.08
Renewable Energy 1523.63 593.83 3.90
Other State Hydel 23.08 7.07 3.06
Total Bundled Power 232.21 146.83 6.32
CTUIL & POSOCO Charges 315.923
KPTCL Transmission & SLDC Charges 618.5107
TOTAL 8212.894 | 4275.517 5.21

Thus, the Commission hereby approves power purchase quantum of
8212.8940 MU at a cost of Rs.4275.5170 Crores, for FY24. The breakup of
source-wise Power and the cost thereon, is shown in Annexure- 1 and 2 of this
Order.

CESC shall regulate the quantum and cost of power, as approved by the

Commission in the above Table, to avoid any further burden on the consumer
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5.2.7 Renewable Purchase Obligation (RPO) target for FY24:

The ESCOMs are required to comply with the Renewable Purchase obligations
as per KERC (Procurement of Energy from Renewable Sources) Regulations,
2011 as amended from time to time. In case the ESCOMs are unable to fulfil the
RPO as per Regulations, by purchase of energy they shall purchase the
required number of RE Certificates and furnish the same while submitting the

compliance of RPO.
5.2.8 O&M Expenses for FY24:
CESC'’s Proposal:

The CESC in its Petition, has claimed O&M expenses of Rs.275.39 Crores as
against Rs.979.46 Crores approved by the Commission for FY24. CESC in its
Petition, has submitted that they have computed the O&M expenses in
accordance with the methodology specified in the MYT Regulations. CESC,

while computing the inflation of indices, has considered the following:

e 12 years past data of WPI and CPI is considered
e Composite series data of calendar years have been considered
e WPl and CPl components are considered at 20% and 80% respectively

for calculating composite series data.

CESC has submitted that the actual O&M expenses incurred as per the audited
accounts for FY22 of Rs.818.56 Crores has been considered to arrive at the
normative allowable O&M expenses for FY23 and for FY24. Thus, CESC has
reckoned the O&M of Rs.972.89 Crores for FY24, based on:

a. Weighted Inflation Index of CPlI and WPI at 6.16% by considering the
past twelve years’ data at WPl and CPI at 20% and 80% weightage,
respectively;

b. Consumer growth index at 4.59%;

c. Efficiency factor of 2.00%;
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CESC has also submitted the details of employees cost, R&M expenses and
Administrative and General Expenses covered under O&M expenses qas
detailed below:

TABLE - 5.14
O &M Expenses - CESC’s Proposal

Amount in Rs. Crores

oL Particulars FY24
No.
1 Employee cost 763.57
2 Repairs & Maintenance 84.68
3 Admin & General Expenses 127.14
Total O&M Expenses 975.39

Further, CESC in its application has indicated Rs.93.56 Crores and Rs.108.71
Crores as the revision of pay scale amounts to be payable to its employees /
officers with effect from 01.04.2022 at the rate of 22% hike and requested the

Commission to allow the same in the ARR to be approved for FY24.

Commission’s Analysis & Decision:

The Commission notes the O&M expenses claimed by CESC in its petition, is
within the O&M expenses of Rs. 979.46 Crores approved by the Commission for
FY24 in Tariff Order 2022 dated 04.04.2022.

The Commission, in its preliminary observations, had observed that CESC in its
filing of ARR for FY24 has factored Rs.93.56 Crores and Rs.108.71 Crores towards
additional employees cost on account of revision of pay scales with effect
from 01.04.2022 for FY23 and FY24. Accordingly, CESC was directed to submit
the order issued by the Competent Authority approving the revision of pay

scales.

CESC in its reply, has submitted that CESC in its petition, has indicated an
anticipated additional employees cost of Rs.93.56 Crores and Rs.108.71 Crores
towards revision of pay scales for FY23 and FY24. However, CESC has clarified
that it has not considered the same for computation of ARR for FY24. CESC has
also informed that the amounts mentioned above, has not yet been approved

by any competent authority.
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The Commission, in its preliminary observations, also noted that CESC, in its filing
under Format D-6 — Employee Costs has indicated Rs.159.05 Crores and
Rs.189.04 Crores towards terminal benefits for FY22 and FY24. Accordingly,
CESC was directed to submit the computation sheet for claiming these

amounts, along with the Actuarial Valuation Report, for the relevant period.

CESC in its reply, has submitted the computation sheet and actuarial valuation
report for claiming the terminal benefits for FY22. CESC informed that the
projected amount has been computed taking into consideration the weighted
inflation index (CPI and WPI) availed for FY22.

The Commission has noted the replies submitted by CESC. The Commission
notes that the actual O& M expenses as per audited accounts for FY22 are
Rs.818.59 Crores, which includes contribution to P&G trust along with the other
employee cost, R&M expenses and A&G expenses. Hence, the Commission
decides to consider the actual O&M expenses of Rs.818.59 Crores as per the
audited accounts (all inclusive) for FY22, as the base year data (being the
latest data available as per the audited accounts), to arrive at the projected
O&M expenses for FY23 and FY24.

The Commission, as per the norms specified under the provisions of MYT
Regulations, for computation of O&M expenses has considered the consumer
growth rate (CPI) based on 3-year CAGR and inflation rate index based on the

methodology followed by the CERC.

The Commission has computed the O&M expenses for FY24 duly considering
the actual O&M expenses of Rs.818.59 Crores which is inclusive of confribution
to P&G Trust for FY22 as per the audited accounts to arrive at the O&M
expenses for base year i.e. FY22. Thus, in line with the methodology followed
by the Commission, in its earlier Tariff Order, the Commission after considering
the Wholesale Price Index (WPI) as per the data available from the Ministry of
Commerce & Industry, Government of India and Consumer Price Index (CPI),
as per the data available from the Labour Bureau, Government of India and

adopting the methodology followed by CERC with CPlI and WPI in a ratio of
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80:20, has computed the allowable annual escalation rate for FY24 which is as

follows:
TABLE - 5.15
Computation of Inflation Index for FY24

. Product

Year WPl | CPI g;;zsp“"e Yi/Y1=Rt LR'; :tef')’ [(t-1)*

(LnR1)]

2010 89.7 61.1 66.82

2011 98.2 66.5 72.84 1.09 | 0.09 1 0.09
2012 105.7 72.7 79.3 1.19 | 0.17 2 0.34
2013 111.1 80.6 86.7 1.30 | 0.26 3 0.78
2014 114.8 85.7 91.52 1.37 | 0.31 4 1.26
2015 110.3 90.8 94.7 1.42 ] 0.35 5 1.74
2016 110.3 95.3 98.3 1.47 | 0.39 6 2.32
2017 114.1 97.6 100.9 1.51 | 0.41 7 2.88
2018 118.9 102.4 105.7 1.58 | 0.46 8 3.67
2019 121.2 110.2 1124 1.68 | 0.52 9 4.68
2020 121.8 116.3 117.4 1.76 | 0.56 10 5.64
2021 135.0 122.0 124.6 1.86 | 0.62 11 6.85
A= Sum of the product column 30.25
B= 6 Times of A 181.51
C= (n-1)*n*(2n-1) where n= No of years of data=12 3036.00
D=B/C 0.06
g(Exponential factor)= Exponential (D)-1 0.0616
e=Annual Escalation Rate (%)=g*100 6.1611

As per CERC Notification No.Eco T/ 2022-CERC dated 30.03.2022 with

weightage of 80% on CPl and 20% on WP

For the purpose of determining the normative O&M expenses for FY24, the

Commission has considered the following:

a) The actual O & M expenses incurred as per the audited accounts for FY22
inclusive of contribution to the Pension and Gratuity Trust to arrive at the
base rate of O&M expenses for FY24.

b) The three-year compounded annual growth rate (CAGR) of the number of
installations at 4.96% considering the actual number of installations as per
the audited accounts upto FY22.

c) The weighted inflation index (WII) at 6.1611% as computed above.

d) Efficiency factor at 2%;

The Commission has computed the allowable normative O&M expenses as per

the above parameters duly considering the same methodology as followed in
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the earlier orders of the Commission and the relevant Orders of the Commission

on various Review Petitions.

The Commission notes the reply submitted by CESC in support of its claim for

inclusion of pay revision amount for FY23 and FY24.

Further, KPTCL has brought to the nofice of the Commission vide their letfter
No.KPTCL/836/33996/2022-23/2058 dated 23,03.2023 that the KPTCL in its order
dated 20.03.2023 has approved the Revision of pay scales by 20% in respect of
Workmen and Officers with effect from 01.04.2022 and it has been submitted
that the additional revenue requirement consequent to revision of pay scales

for KPTCL and ESCOMs would be as follows:

FY23 FY24
KPTCL 184.00 195.00
BESCOM 248.00 259.00
MESCOM 82.00 86.00
CESC 99.00 107.00
HESCOM 142.00 156.00
GESCOM 111.00 116.00
TOTAL 866.00 919.00

The Commission notes that the estimates made as above by KPTCL is duly
considering the savings on account of the retirement of employees / officers
during the relevant period. As the claims are inevitable and the MYT
Regulations provides for factoring such additional expenses on account of
revisions of pay scales, the Commission has decided to factor the estimated

additional employee cost relating to the FY24 in the ARR of FY24.

As regards additional employee cost towards revision of pay scales effective
from 1t of April, 2022, the Commission notes that the manner of payment of
arrears for FY23 (01.04.02022 to 31.03.2023) is yet to be decided. The amount
payable for FY23 is an outstanding liability, yet to be accounted in the books of
accounts of ESCOMs. Hence, the same will be considered in the Annual
Performance Review for FY23. However, the Commission has considered the

amount payable from1st of April, 2023 in the ARR for FY24, on a provisional basis
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529

subject to allowing the actual amounts incurred, during the APR process, as

indicated the following Table.

Accordingly, the normative O & M expenses for FY24 are as follows:

TABLE - 5.16
Approved O & M expenses for FY24
Particulars FY24
No. of Installations 3954936
CGl based on 3 Year CAGR in % 4.96%
Inflation index in % 6.1611%

Base Year O&M expenses actuals as per

audited accounts for FY22 in Rs. Crores. 818.59
— _ * - i

O&M Index= 0&M (t-1) *(1+WII+CGI-X) Rs.in 980.23
Crores.
Additional Employees cost towards Pay

. . 107.00
Revision (Provisional)
Total O & M Expenses allowed 1087.23

Since, the base year amount of O&M expense for FY22 also include the
conftribution of terminal benefits to the P&G Trust, the Commission has not

considered allowing the same separately for FY24.

Thus, the Commission decides to approve O&M expenses of Rs.1087.23 Crores
for FY24.

Depreciation:
CESC'’s Proposal:

The CESC in its Petition, has claimed an amount of Rs.431.85 Crores as
depreciation, as against Rs.317.40 Crores approved by the Commission in Tariff
Order 2022 dated 4" April 2022, for FY24. CESC in its petition, has submitted that
the following factors have been considered while computing depreciation for
FY24:
o Gross fixed assets at the beginning of the year (i.e., closing GFA of FY22)
e Gross block average of opening and closing balance of fixed asset
projections on the capex and categorization of assets;
e The consumer contribution/grants are deducted based on the opening
and closing balance of such assets duly considering the addition of

assefts;

Chapter - 5: Annual Revenue Requirement for FY24 Page 113



Karnataka Electricity Regulatory Commission Tariff Order 2023 CESC

The depreciation computed for FY24 is as follows:

TABLE - 5.17
Depreciation FY24- CESC’s Proposal

Amount in Rs. Crores

Particulars FY24
Land & Right 0.08
Buildings 8.15
Plant & Machinery 71.89
Towers, Poles, fixtures O.H conductors, 345.20
U.G Cables
Hydraulics works 0.38
Vehicles 1.07
Other Civil 0.15
Furniture 3.64
Office Equipment 1.29
Total 431.85

CESC has claimed the depreciation on assets created out of consumer

contribution / grants of Rs.21.70 Crores under other income for FY24.

Commission’s Analysis and Decision:

The Commission in its preliminary observations had observed that CESC has
indicated the depreciation of Rs.84.89 Crores for FY22 and projected
depreciation of Rs.89.13 Crores and Rs.91.70 Crores for FY23 and FY 24 on the
assets created out of consumer conftribution / grants. CESC was directed to

submit the detailed calculation for the same.

CESC in its reply to the preliminary observation, has submitted the detailed
calculation sheet for claiming the depreciation of Rs.84.89 Crores for FY22 and
projected depreciation of Rs.89.13 Crores and Rs.91.70 Crores for FY23 and
FY24 respectively, on the assets created out of consumer conftribution/grants.
CESC informed that the depreciation projected for FY23 and FY24 has been

worked out based on the existing values.

The Commission noted the replies furnished by CESC. The Commission notes
that CESC, has claimed an amount of Rs.431.85 Crores as depreciation, as
against Rs.317.40 Crores as approved by the Commission for FY24. Thus, the

Commission in accordance with the provisions of the MYT Regulations and
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amendments thereon, has determined the depreciation for FY24 considering

the following:

a) The actual weighted average rate of depreciation of category-wise assets is

determined considering the depreciation and the gross block of opening

and closing balances of fixed assets as per the audited accounts for FY22.

b) The actual rate of depreciation of assets, so arrived at, is considered for

allowing the depreciation on projected value of gross block of average of

opening and closing balance of fixed assets, made on the basis of

Commission approved capex and likely categorization of asset thereon for

FY23 and FY24.

c) The depreciation on account of assets created out of consumers’

contribution / grants are deducted, as per AS-12, based on the average of

opening and closing balance of such assets duly considering the addition of

assets as considered and projected by the Commission for FY24, at the

weighted average rate of depreciation as per actuals in FY22.

Accordingly, the depreciation for FY24 is as follows:
TABLE - 5.18

Approved Depreciation for FY24

Amount in Rs. Crores

Particulars Depreciation

Buildings 7.35
Hydraulic works/civil works 0.32
Other Civil 0.18
Plant & Machinery 83.89
Line, Cable Network 318.17
Vehicles 0.68
Furniture 3.99
Office Equipment 1.05
Computers 2.21
Intangible Assets 0.00
Released Assets issued to works 0.00
Land/ Lease hold assets 0.08
Total 417.91
Less: Depreciation on assets created out of

consumer contribution / grants 113.26
Allowable net depreciation 304.65

Thus, the Commission decides to approve an amount of Rs.304.65 Crores

towards net depreciation for FY24.
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5.2.10 Interest on Capital Loans:

CESC'’s proposal:

CESC, in its Petition, has claimed Rs.216.01 Crores as against Rs.165.83 Crores as
approved by the Commission towards Interest on capital loan for FY24, by

submitting calculations as under:

TABLE - 5.19
Interest on Capital Loans- CESC’s Proposal

Amount in Rs. Crores

Particulars FY24

Opening Balance of loans 1929.46
New Loans Borrowings 425.00
Loan Repayment 170.26
Closing Balance of loans 2184.20
Average Loans 2056.83
Weighted average rate of interest on

Capital loan (%) 10.50%
Interest on Long-term capital 216.01

Commission’s Analysis and Decision:

The Commission has noted capital loan portfolio and the interest rate for FY22
and as on 30" September 2022 for FY23. The Commission has noted the capex
plan of CESC for FY24. The Commission further noted the source of fund details
submitted by CESC to the proposed capex for FY24. The Commission as made
out in the preceding paragraphs of this Chapter has considered the capex
proposed of CESC for Rs.750 Crores for FY24. However, to avail front loading of
interest on loan and depreciation on the capex in the retail supply tariff
decides to reckon a reasonable capex of Rs.625 Crores for the purpose of
approval of ARR for FY24. As against this the Commission by duly considering
the availability of capital grants from GoK / Gol, internal resources, consumer
conftribution towards capital works decides to reckon Rs.425 Crores as the new
capital loan requirement fowards the approved capex for FY24. The
Commission has considered the new loan in accordance with the debt equity

ratio of 70 : 30 as per MYT norms.
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The Commission notes that CESC has availed the major portion of the capital

loan from PFC/REC at the interest rate ranging from 7% to 12% per annum.

As per the audited accounts and as per the APR of FY22, the CESC had
incurred interest on capital loan at a weighted average interest rate of 9.22%
per annum. The Commission has considered the reckoned weighted average
interest rate of 9.31% per annum of FY23, for the existing loan balances for

which interest has to be factored during FY24.

The Commission notes that, the present SBI MCLR rate for capital loan with
tenure of 3 years is 8.60%. Considering rate of interest at which the capital
loans drawn by CESC from REC and PFC and the present MCLR based interest
rates with the admissible basis points, the Commission decides to allow the
interest rate of 10.60% for FY24 for new capital loan borrowings. It shall be noted
that, the rate of interest now considered by the Commission, on the new

capital loans for FY24, is subject to review during APR of FY24.

Accordingly, the approved interests on loans for FY24 are as follows:

TABLE - 5.20
Approved Interest on Capital Loans for FY24

Amount in Rs. Crores

Particulars FY24
Opening Balance of Capital Loans 1894.31
Add: New Loans borrowed 425.00
Less: Repayment of Loans 217.33
Total loan at the end of the year 2101.97
Average Loan 1998.14
Interest paid on long ferm loans 188.70
Weighted average rate of interest on the existing loan in

% 9.31%
Interest on new loans (MCLR as on 15.01 .2022 = 8.60 for 10.60%
more than 3 year term+2.00(200 basis point) )
Total interest on capital loan allowed 188.70

Thus, the Commission decides to approve interest on capital loans of Rs.188.70
Crores for FY24.
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5.2.11 Interest on Working Capital:

CESC'’s proposal:

CESC in its Petition, has claimed Rs.221.83 Crores as against Rs.100.99 Crores as
approved by the Commission towards interest on working capital for FY24.
CESC has submitted that it has calculated the interest on working capital on
normative basis as per MYT Regulations considering the interest on working
capital at 10.55% per annum on the basis of the MCLR of SBI as on November
15,2022, for 1 year is 8.05% with 250 basis points for FY24.

CESC has informed that it has also included an amount of Rs. 50.16 Crores
towards interest on the loan amount availed for payment of power purchase
bills of Solar and Wind generators from IREDA. Further, in accordance with
gazette nofification of MoP dated 03.06.2022 regarding clearing the
outstanding power purchase dues, CESC has applied for loan of Rs.1398.05

Crores at an interest rate of 8.80% +1% govt. guarantee on annual rest.

Commission’s Analysis and Decision:

The Commission, as per the norms specified under the MYT Regulations, has
computed the interest on working capital which consists of one-month O & M

expenses, 1% of Opening GFA and two month's revenue as receivables.

The Commission notes that CESC has availed the working capital loan at the

rate of 7.25% to 12% per annum during FY22.

The Commission notes that, the present interest rates charged by the
commercial banks and financial instfitutions is mainly on the basis of MCLR
declared from time to time. Hence, the Commission has considered MCLR,
depending upon the tenure of the loan. The Commission notes that the SBI
MCLR for loan with a tenure upto one year is 8.40%. Therefore, the Commission
by reckoning interest at which the short-term loans availed by CESC and taking
into consideration the present MCLR and the internal rates, charged by the

Commercial Banks as per the provisions of the MYT Regulations, decides to
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reckon the SBI MCLR rate of 8.40% with 250 basis points, at 10.90% per annum in

allowance of interest on working capital for FY24 as under:

TABLE - 5.21
Approved Interest on Working Capital for FY24

Amount in Rs. Crores

Particulars FY24

One-twelfth of the amount of O&M Exp. 90.60
Opening GFA 7203.10
Stores, materials and supplies - 1% of 7903
Opening balance of GFA )

Ones-sixth of the Revenue 941.28
Total Working Capital 1103.91
Rate of Interest (% p.a.) 10.90%
Interest on Working Capital 120.33

Thus, the Commission decides to approve the interest on working capital of
Rs.120.33 Crores for FY24.

5.2.12 Interest on Consumer Deposit:

CESC'’s proposal:

CESC in its filing, has claimed Rs. 64.60 Crores as interest on consumer security
deposit as against Rs. 40.22 Crores as approved by the Commission for FY24.
CESC has submitted that it has considered RBI interest rate of 6.15% existing as

on 30.09.2022 for computing interest on consumers’ security deposit.

Commission’s Analysis and Decision:

For computing the Interest on consumers’ security deposits, the Commission in
accordance with the provisions of the KERC (Interest on Security Deposit)
Regulations 2005, has considered the interest rate on the Consumer Security
Deposits is the Bank Rate prevailing on the 1st of April of the financial year for
which interest is due. The Commission has considered the latest bank rate of
6.50%, as per Reserve Bank of India Nofification dated 07.12.2022, for

computation of interest on consumer deposits for FY24.

The Commission has considered the consumer security deposits as per the
audited accounts of FY22 and half yearly accounts of FY23 and has noted the

additional amount of deposit collected from the consumers during the
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previous years. The Commission based on the amount of consumer’s security
deposited collected during the previous three years has decided to factor
Rs.65.37 Crores and Rs.70.00 Crores as the additional security deposit likely to
be collected during FY23 and FY24. Thus, the interest on consumer deposits for
FY24 is computed as follows:

TABLE - 5.22
Approved Interest on Consumer Security Deposits for FY24

Amount in Rs. Crores

Particulars FY24

Opening balance of consumer deposits 938.25
Addition of deposits over previous year 70.00
Closing balance of consumer deposits 1008.25
Average consumer deposit 973.25
Rate of Interest at bank rate to be allowed as 6.50%
per regulations

Allowable Interest on Consumer Security 63.26
Deposit

Thus, the Commission decides to approve interest on consumer deposits at
Rs.63.26 Crores for FY24.

5.2.13 Other Interest & Finance Charges:
CESC has claimed Rs.12.70 Crores for FY24 towards Other Interest & Finance
Charges paid to banks and other financial institutions to raise loans including

guarantee commission paid to GoK.

Accordingly, the Commission based on the actual amount of expenditure
incurred in raising the loans decided to consider Rs.12.70 Crores towards Other

interest & Finance Charges for FY24.

5.2.14 Interest and other expenses capitalized:

CESC has indicated an amount of Rs.10.00 Crores towards capitalization of
interest for FY24.

Considering the capital expenditure incurred and amount of expenditure
capitalized in the previous years, the Commission decides to allow
capitalization of interest and other expenses of Rs.10 Crores, as claimed by
CESC, as proposed by CESC, for FY24.
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The abstract of approved interest and finance charges for FY24 are as follows:

TABLE - 5.23

Approved Interest and finance charges for FY24

Amount in Rs. Crores

Particulars FY24
Interest on Loan Capital 188.70
Interest on Working Capital 120.33
Interest on Consumers Deposit 63.26
Ofther Interest & Finance charges 12.70
Less: Interest & other expenses capitalized -10.00
Total Interest & Finance Charges 374.99

5.2.15 Other Debits:

CESC in its application has claimed an amount of Rs.12.20 Crores towards other
debits for FY24.

The Commission as per the provision of MYT Regulations, and amendment
thereon is not allowing the other debits as claimed by the CESC, as the same
cannot be estimated beforehand. However, such expenses, as per the
provision of MYT Regulations, would be considered as per the actual expenses

as disclosed in the audited accounts, for the relevant years, at the time of APR.

5.2.16 Return on Equity:

CESC'’s proposal:

CESC in its application has not claimed any Return on Equity for having

estimated negative net-worth for FY24.

Commission’s Analysis and Decision:

The Commission in its preliminary observations, had directed CESC to submit

the GO-wise details of additional equity infused by the GoK during FY23.

Accordingly, CESC vide its replies to the preliminary observations, has
submiftted the details (along with the copy of G.O.) of Rs.8.76 Crores of equity
released by GoK during FY23.
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The Commission, for the purpose of allowing the RoE, has considered the
actual closing balance amount of share capital, share deposits and the
accumulated surplus / deficit under reserve & surplus the as per the audited

accounts for FY22 for arriving at the allowable equity base for FY24.

The Commission, in accordance with the provisions of the MYT Regulations, has
considered 15.5% of Return on Equity duly grossed up with the applicable
Minimum Alternate Tax (MAT) which works out to 18.7815% per annum for FY24.
As per the decision of the Commission in the Review Petition N0.6/2013 and
Review Petition 5/2014, and the amended provisions of the MYT Regulations,
the Return on Equity is required to be computed based on the opening
balances of share capital, share deposits and the accumulated balances of
surplus / deficit under reserves and surplus account. Further, an amount of
Rs.23 Crores of recapitalized consumer deposit, as net-worth is also considered

as per the orders of the Hon'ble ATE in Appeal No.46/2014.

As per the orders of the Hon'ble ATE in Appeal No.46/2014, the opening and
closing balances of gross fixed assets along with break-up of equity and loan
component in the Tariff Orders are indicated below. Accordingly, the details of
GFA, debt and equity (net worth) for FY24 are as follows:

TABLE - 5.24
Status of Debt Equity Ratio for FY24

Amount in Rs. Crores

Ze 7age
Equity Normative | Normative | of o; 9
Year | Particulars | GFA Debt (Net e ESRAS CIALEE] actual
worth) 70% of 30% of debt B
GFA GFA on on GFA
GFA
Opening | 519435 | 189431 | -1303.36 3587.05 1537.31 | 36.97% | -25.43%
FY24 Bolo.nce
Closing | 559055 | 210197 | -130836 | 391339 | 1677.17 | 37.60% | -2331%
Balance

From the above Table it is evident that the ratio of debt to GFA amounts lie
within the normative ratio of 70: 30 on the opening and closing balances of
projected GFA for FY24. Further the equity is indicating a negative balance,

the debt equity ratio is not comparable. The Commission will review the same
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during the Annual Performance Review for each year based on the actual

data, as per the audited accounts.

Based on the above, the computation of allowable Return on Equity for FY24 is

as follows:
TABLE - 5.25

Return on Equity for FY24

Amount in Rs. Crores

Particulars FY24
OB - Paid Up Share Capital 1081.63
OB - Share Deposit 26.52
OB - Reserves and Surplus -2388.52
Less: Recapitalized Security Deposit -23.00
Total Equity -1303.37
RoE at 15.5% 0.00
RoE at 15.5% Grossed up with applicable 0.00
MAT 18.7815% )

Thus, considering the negative net-worth of CESC, the Commission decides not

to allow any Return on Equity for FY24. This is subject to truing up as per the

actual equity and tax paid for the relevant year as per the audited accounts for

FY24.
5.2.17 Other Income:

CESC'’s proposail:

CESC in its Petition, has claimed Rs.287.89 Crores as against Rs.135.77 Crores as

approved by the Commission towards ‘Other Income’ for FY24. CESC has

included the depreciation on assets created out of Consumer Contribution /

grants for Rs.21.70 Crores also notes other income with 5% increase year-on-

year, as detailed below:
TABLE - 5.26

Other Income - CESC'’s Proposal

Amount in Rs. Crores

Particulars FY24
Interest on bank fixed deposits 1.56
Profit on sale of stores 0.24
Profit on sale of scrap 10.01
Other miscellaneous receipt from trading 0.02
Rental from staff quarters 2.05
Rental from others 1.02
Excess found on physical verification of stock 0.13
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Commission for collection of electricity duty 1.18
Misc. recoveries 150.09
Incentives received 15.39
One time maintenance cost for new layouts 1.81
Supervision Charges 12.69
Depreciation withdrawn from Contribution/subsidies as

91.70
per AS-12
Total Other Income 287.89

Commission’s Analysis and Decision:

The Commission notes that the other income earned by the CESC mainly
includes withdrawn depreciation on assets created out of consumer
Conftribution/subsidies as per AS-12, interest on bank fixed deposits, rental from
staff / other, profit on sale of scrap / stores, miscellaneous recoveries,
supervision charges, rent from staff quarters and rebate on collection of
electricity duty besides incentives for timely payment of power purchase bills.
The actual ‘other income’ earned by CESC as per the audited accounts for
FY22is Rs.206.76 Crores.

Based on the other income earned by the CESC in the previous year, without
considering the depreciation on assets created out of consumer contribution /
grants, and allowed to retain 10% of the projected rebate on Power Purchase
bills, the Commission decides to allow an amount of Rs.194.30 Crores as the

other income for FY24.

Thus, the, Commission decides to consider the other income of Rs.194.30 Crores
for FY24.

5.2.18 Fund towards Consumer Relations / Consumer Education:

CESC in its application has not claimed any amount fowards consumer relation

education for FY24.

The Commission has been allowing an amount of Rs.0.50 Crore per year
towards consumer relations / consumer education towards taking action as
specified under guidelines for consumer education and grievance redressal

activities.
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The Commission decides to allow Rs.0.50 Crore for FY24 towards meeting the

expenditure on consumer relations / consumer education.

The Commission reiterates that CESC should furnish a detailed plan of action for
vtilization of this amount and also maintain a separate account of these funds

and furnish the same at the time of APR.

5.3 Tariff Subsidy for FY24

The Commission has allowed 95.12 MU and 3084.54 MU as the sale of power to
BJ/KJ and IP installations respectively for FY24. Accordingly, for the sale of
power to these category of consumers, the approved tariff subsidy at the
revised retail supply tariff is Rs.81.71 Crores and Rs.2134.58 Crores respectively.
Thus, the total subsidy payable by GoK as per the prevailing Government
Order to CESC is Rs.2216.29 Crores for FY24.

5.4 Abstract of ARR for FY24:

In the light of the above analysis and decisions of the Commission, the
following is the approved ARR for FY24:

TABLE - 5.27
Approved ARR for FY24

Amount in Rs. Crores

As
approved As
SI. No. Particulars inT.O As Filed Approved
dated
04.04.2022
1 Energy @ Gen Bus in MU 8137.86 | 8245.68 8212.8%
2 Transmission Losses in % 2.764% 2.764% 2.764%
3 Energy @ Interface in MU 791293 | 8017.77 7985.89
4 Distribution Losses in % 10.35% 10.60% 10.35%
Sales in MU:
5 Sales to other than IP & BJ/KJ 3738.15 | 3916.80 3979.69
6 Sales to BJ/KJ 96.56 97.03 95.12
7 Sales to IP 3259.23 | 3154.07 3084.54
Total Sales in MU 7093.94 | 7167.89 7159.35
Revenue at existing tariff
8 Revenue from tariff and Misc. 000 | 347545 3596 41
Charges
9 Tariff Subsidy in BJ/KJ 0.00 78.69 77.14
10 Tariff Subsidy in IP 0.00 | 2018.60 197411
Total Existing Revenue 5503.93 | 5572.74 5647.66
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As
approved As
Sl. No. Particulars inT.O As Filed Approved
dated
04.04.2022
Expenditure
11 Power Purchase Cost 3511.37 | 4018.16 3657.01
12 Transmission charges of KPTCL 580.93 581.61 615.67
13 SLDC Charges 3.43 3.43 2.84
Power Purchase Costincluding
cost of fransmission & SLDC 4095.73 | 4603.20 4275.52
Charges
O&M Expenses 979.46 975.39 1087.23
14 Depreciation 317.40 431.85 304.65
Interest & Finance charges:
15 Interest on Capital Loans 165.83 216.01 188.70
16 Interest on Working capital 100.99 2183 120,33
loans
17 Interest on belated payment 0.00 0.00 0.00
on PP Cost
18 In’reres"r on consumer security 40.92 64.60 63.26
deposits
19 Ofther Interest & Finance 544 12.70 12.70
charges
20 Less:. inferes’r & other expenses 10,00 10,00 10.00
capitalized
Net total Interest & Finance 302.49 505.14 374.99
charges
21 Other Debits 0.00 12.20 0.00
22 Net Prior Period Debit/Credit 0.00 0.00 0.00
Provision for Income tax 0.00 0.00 0.00
23 Return on Equity with MAT 0.00 0.00 0.00
Funds towards Consumer
24 Relations/Consumer Education 0.50 0.00 0.50
26 Other Income -135.77 -287.89 -194.30
27 Net ARR 5559.81 | 6239.90 5848.59
8 Sumﬂus/deﬁcﬁbﬁorFY22 0.00 380 57 2099 74
carried forward
29 Total Net ARR for FY24 5559.81 | 6622.48 6148.33
30 Net Deficit/Surplus for FY24 -55.88 | -1049.74 -500.66

Thus, the Commission hereby approves the revised ARR of Rs.6148.33 Crores for

FY24.

5.5

Segregation of ARR into ARR for Distribution Business and ARR for Retail Supply
Business:

CESC in its application has proposed the segregation of consolidated ARR into

ARR for Distribution Business and ARR for Retail Supply based on the
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Commission’s existing ratio of segregation as considered in Tariff Order 2022
dated 04.04.2022.

Commission’s Analysis and Decision:

The Commission has noted the ratios proposed by CESC for segregation of
consolidated ARR intfo ARR for Distribution Business and ARR for Retail Supply in
its filing and has not justified its proposal. In the absence of any justified
proposal, the Commission decides to continue with the existing ratio of

segregation of ARR as detailed in the following table:

TABLE - 5.28
Segregation of ARR - FY24- CESC'’s Proposal

Particulars Distri!)uﬁon RetaiI-SuppIy
Business Business

Power Purchase 0% 100%
O&M Charges 51% 49%
Depreciation 84% 16%
Interest and Finance charges 100% 0%

Interest to consumer deposits 53% 100%
Other Income 2% 928%
RoE 75% 25%
GFA 84% 16%

Accordingly, the following is the approved ARR for Distribution Business and
Retail supply business:
TABLE - 5.29
Approved ARR for Distribution Business

SI(') Particulars FY23

1 R&M Expenses 554.49

2 | Employee Expenses

3 | A&G Expenses

4 | Depreciation 255.91
Interest & Finance Charges
Interest on Capital Loans 188.70
Interest on Working capital loans 14.44
Interest on consumer security deposits 0.00
Other Interest & Finance charges 12.70
Less interest & other expenses capitalised -10.00
Other Debits (incl. Provision for Bad

11 | debits) 0.00
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12 | Extraordinary Items 0.00
13 | Other (Misc.)-net prior period credit 0.00
Total 1008.88
15 | ROE 0.00
16 | Other Income -3.89
17 | Provision for taxes 0.00
18 | Regulatory Assets 0.00
NET ARR 1005.00
TABLE - 5.30

APPROVED ARR FOR RETAIL SUPPLY BUSINESS - FY24

Amount in Rs. Crores

SI. No Particulars FY23
1 Power Purchase 4275.52
3 R&M Expenses 532.74
4 Employee Expenses
5 A&G Expenses
6 Depreciation 48.74
Interest & Finance Charges
Interest on Capital Loans 0.00
Interest on Working capital loans
113.24
Interest on consumer security deposits 63.26
Other Interest & Finance charges 0.00
Less interest & other expenses
capitalised 0.00
Other Debits (incl. Prov. for Bad
13 debts) 0.00
14 Extraordinary ltems 0.00
15 Other (Misc.)-net prior period credit 0.00
Power purchase cost as per decision
16 in OP N0.8/2009 dated 11.12.2009 0.00
Total 5033.50
17 ROE 0.00
18 Other Income -190.41
19 Provision for taxes 0.00
Fund towards Consumer Relations /
20 Consumer Education 0.50
21 Regulatory Assets 0.00
22 NET ARR 4843.59

Chapter - 5: Annual Revenue Requirement for FY24 Page 128



Karnataka Electricity Regulatory Commission Tariff Order 2023 CESC

5.6 Gap in Revenue for FY24:

As discussed above, the Commission decides to approve the revised Annual
Revenue Requirement (ARR) of Rs.6148.33 Crores as against CESC's proposal for
approving ARR of Rs.6622.48 Crores for FY24. The ARR approved for FY24
includes an amount of Rs.299.74 Crores, which is approved as the revenue gap
for FY22, as per APR for FY22, as discussed in Chapter-4 of this Order.

5.7 Revenue

Based on the existing retail supply tariff, the total revenue from existing tariff
considering the approved sales for FY24, will be Rs.5647.66 Crores. Considering
the approved ARR of Rs.6148.33 Crores, there will be a revenue deficit of
Rs.500.67 Crores, for FY24. The above deficit has to be recovered through
revision of retail supply tariff for FY24, with effect from the 1st metering date

falling on or after 1st April 2023.

The net ARR and the surplus/gap in revenue for FY24 is shown in the following

table:
TABLE - 5.31

Revenue Deficit for FY24

Particulars FY24
Net ARR (in Rs. Crores) 6148.33
Approved sales (in MU) 7159.35
Average Cost of Supply (Rs. Per unit) 8.59
Revenue at existing tariff (in Rs. Crores) 5647 .66
Net deficit in revenue for FY24 (in Rs. (-)500.67
Crores)

The details of revised retail supply tariff, on the basis of the above approved

ARR, is discussed and approved in Chapter-6 of this Order.
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CHAPTER-6

DETERMINATION OF RETAIL SUPPLY TARIFF FOR FY24

6.0 Revision of Retail Supply Tariff for FY24-CESC’s Proposals and Commission’s
Decisions:

6.1 Tariff Application:

CESC, in its tariff application, has projected the revised ARR of Rs. 6622.46 Crores
with an unmet gap in revenue of Rs.1049.72 for FY24, which also includes the
revenue deficit of Rs.382.57 Crores for FY22. In order to bridge this gap inrevenue,
CESC has proposed to increase both the fixed and energy charges with an
average tariff increase of 146 paise per unit, in respect of all the categories of

consumers.

In the previous chapters of this Order, the revision of ARR consequent on Annual
Performance Review (APR) for FY22 and the approval of revised ARR for FY24,
has been discussed. The revision of retail supply tariff for FY24 is discussed in this

Chapter.
6.2 Statutory Provisions guiding determination of Tariff:

In terms of Section 61 of the Electricity Act, 2003, the Commission is guided inter-
alia, by the National Electricity Policy, the Tariff Policy and the following factors,

while, determining the tariff so that:

% the distribution and supply of electricity is conducted on commercial
basis;

% competition, efficiency, economical use of resources, good
performance, and optimum investment are encouraged;

% the tariff progressively reflects the cost of supply of electricity, and also
reduces and eliminates cross subsidies in the manner specified by the

Commission;

X3

%

efficiency in performance shall be rewarded: and

53

» a mulfi-year tariff framework is adopted.

*,
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6.3

As per Section 62(5) of the Electricity Act, 2003, read with Section 27(1) of the
Karnataka Electricity Reform Act, 1999, the Commission is empowered to specify,
from fime to time, the methodologies and the procedure to be observed by the
licensees in computing the Expected Revenue from Charges (ERC). In pursuance
of these statutory provisions and in accordance with the Regulations and Orders
issued from time to fime, the Commission has determined the Tariff for the year
FY24.

Factors Considered for Tariff setting:

The Commission has kept in view the following factors relevant for determination

of retail supply tariff:
a) Tariff Philosophy:

As discussed in the earlier Tariff Orders, in respect of consumers whose ability to
pay is considered inadequate, the Commission has continued to fix tariff below
the average cost of supply and in respect of certain categories of consumers
whose ability to pay is considered to be higher, has fixed the tariff at or above
the average cost of supply. Thus, the system of cross subsidy has been continued.
However, it has been the endeavour of the Commission to progressively bring
down the cross subsidy levels, as envisaged in the Tariff Policy, 2016 issued by the

Government of India.

b) Average Cost of Supply:

The Commission has been determining the retail supply tariff based on the
average cost of supply. The KERC (Tariff) Regulations, 2000, as amended from
time to time, require the licensees to provide the details of embedded cost of
electricity voltage / consumer category-wise. The distribution network of
Karnataka is such that, it is difficult fo segregate the common cost between
voltage level supply. Therefore, the Commission has decided to continue the
fixation of tariff with reference to the average cost of supply for recovery of the
ARR. However, in terms of the Orders of the Hon'ble ATE, the cross subsidy with
reference to the voltage-wise cost of supply has been worked out and indicated

in the Annexure-3 to this Order.
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c) Cross subsidisation and Rationalisation of Tariff:

Consequent on merger of Urban and Rural tariff categories and rationalization

of tariff structure, the status of cross subsidization is as under:

However, in order to soften the burden of increase in tariff of rural consumers, the
Commission decides to extend a rebate 30 paise per unit to the consumers falling
under village panchayats. In respect of LT5 category, the rebate of 30 paise per
unit shall be applicable for consumers of village panchayat areas & Town

Municipal Council areas.

Cross subsidising Consumer categories:

0

LT 2(a).. Domestic ( In higher slabs only)
. LT-3 LT Commercial
LT-5 LT Industrial

b
c
d. LT2b Private Educational Institutions & Hospitals
e. HT2 (a) HT Industrial.

f. HT2(b) HT Commercial

g. HT2( c) Govt. / Private Educational Institutions & Hospitals
h

. HT (4) HT Residential

HT5 & LT& Temporary Supply

Cross subsidised Consumer categories:

LT4 (a) & (b) —Agriculture

LT4(c ) Private Nurseries & Plantations

LTé (a) & HT1 Water Supply

LTé6(b) & (c) Street Lights & EV Charging Stations.

While the Cross Subsidizing consumers are paying above the Average Cost of
Supply, the Cross Subsidized consumers are paying less than the Average Cost of
Supply. The level of cross subsidies is indicated in Annexure-3. In this regard, the

Commission, while fixing the tariff, is progressively reducing the level of cross
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6.4

subsidization to bring down the cross subsidy levels, as envisaged in the Tariff

Policy, 2016 issued by the Government of India

d) Uniform Tariff Across ESCOMs:

In view of the Policy of Government of Karnataka to fix uniform tariff across the
ESCOMs, the power allocation from generating stations owned by the State
Govt./ Central Govt./ IPPs is being made, year on year, by the GoK to make the
average cost of supply comparable. As a result, high cost energy is being
allocated to good performing ESCOMs (like BESCOM & MESCOM) and low cost
energy is being allocated to under-performing ESCOMs of the State to ensure

uniform tariff across the ESCOMs.

e) Rationalisation of Tariff:

Hitherto the Commission has been determining differential retail supply tariff for
consumers in urban and rural areas, beginning with its Tariff Order, dated 25"
November, 2009. Consequent on taking up several extension and improvement
works like, NJY, bifurcation IP set feeders and other Central and State
Government sponsored schemes the quality and reliability of supply of power to
the rural areas has improved considerably. In view of this, the Commission is of
the view that continuation of differential tariff is no longer warranted. Further, the
Forum of Regulators has also been recommending simplification and
rationalisation of tariff structure in the States. In view of this, the Commission has

proceeded to simplify and rationalise the tariff for FY24.

New tariff Proposal by CESC:
1. Time of Day (ToD) tariff to all HT consumers:

The other ESCOMs in their tariff applications have proposed the revision of exiting

ToD tariff structure.

In the filing the ESCOMSs have submitted that as per the provisions of the Electricity
Act 2003, National Electricity Policy, National Tariff Policy, Regulations requires

implementation of the ToD metering. The Working Group Report of FOR on
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metering issues as recommended the implementation of the ToD metering even

for the connected load of 25 KW and above.

Rationality of ToD tariff proposals and fixation of TOD slots and tariff applicable for

each slot:

The other ESCOMs in their fiing have submitted that, seven months in the
Financial Year, i.e., Dec, Jan, Feb, Mar, April, May and June has been considered
as high demand period and the balance 5 months (July-Aug, Sept, Oct and Nov)
is low demand period. The present ToD tariff divided the day into three blocks
with 4 hours as peak period, 8 hours as off-peak period and 12 hours as hormal
period. ESCOM's have proposed to divide the day into blocks with 8 hours as
peak period, 11 hours as off-peak period, and 5 hours as a normal period. The
rebate in tariff for off peak period consumption has been proposed at the same
rate across all the high and low demand periods. The additional per unit rate for
consumption during peak periods in high demand periods has been proposed
at almost double the tariff in the low demand period. The proposed ToD tariff
system, would benefit all the HT consumers by passing on the low cost power
during off-peak/low demand periods, and also helpful in flattening of the load
curve with the shifting of some part of the demand from peak periods to off-peak
periods, which in turn will address the problems of intermittency of renewable
energy and grid management to some extent. The power rates in the exchanges
are higher during high demand periods and lower during the low demand
periods. As per the estimates, there will be a shortage of power for the ESCOMs
to meet their energy requirement during the high demand period. Therefore,
market/exchange purchases may be inevitable for which the ESCOMs are likely
to incur high costs on power to some extent. The State is frading maximum power
during 00-00 - 05:00 Hrs & 09:00 - 16:00 Hrs (Solar) and during monsoon season
(between June to Sept) and between 9.00 am to 4.00 pm, when there is solar

generation and also between 0:00 hrs to 5:00 hrs when demand is less.

By catering 51% of the IP load during the day time, SLDC is able to sell excess

energy during the normal hours of the day.
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ESCOMs have submitted peak demand and average demand during the period
October 2021 to September, 2022 and proposed to divide a day into peak, off-

peak, and normal periods into six slofs.

ESCOMs have proposed the revised ToD tariff as detailed below:

Dec to June July to Nov
Ti fD
ime ot oy (rebate/penalty in addition to the base
tariff, Rs. per unit)
06.00 to 10.00 Peak 1.50 1.00
10.00 to 15.00 Off-peak -0.75 -0.75
15.00 to 18.00 Normal 0 0
18.00 to 22.00 Peak 1.50 1.00
22.00 to 24.00 Normal 0 0
24.00 to 06.00 Off-Peak -0.75 -0.75

ESCOMs have requested the Commission to infroduce ToD tariff mandatorily to

all HT consumers irrespective of connected load and category of usage.

Commission’s Analysis & Decisions:

The Commission notes the submission made by ESCOMs with regard to the
revised ToD proposal. The Commission notes that except BESCOM, MESCOM and
HESCOM, the other ESCOMs have not sought the revision in ToD Tariff. The
Commission has carefully examined the proposal for revising ToD tariff structure.
It is noticed that the details furnished by the ESCOMSs are not supported by any
technical data to justify that by revising the existing ToD structure how far they

are able to flatten the demand curve in the peak hours.

For getting more clarity in the matter, the Commission had several rounds of
discussions with the BESCOM, SLDC and PCKL officials. After discussions, it was
agreed by the BESCOM and SLDC officials to reconsider the issue and submit
revised proposal with relevant technical data. However, neither BESCOM nor
SLDC have submitted any revised proposal or justified the earlier proposal. The

Commission in its Tariff Order by considering the surplus power situation and as
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the suggestions of the ESCOMs, KPTCL, SLDC, PCKL and the stake holders had
approved the ToD tariff in the Tariff Order.

The Commission further held the meeting with BESCOM and SLDC with regard to
the ToD tariff proposal of ESCOMSs. The Commission directed the SLDC to submits
its opinion. Accordingly, the SLDC has submitted its report on the ToD proposal of
ESCOMs vide Email dated 28.04.2023.

In the report it is submitted that, as per the LGBR data, State is in deficit during
morning & evening non-solar hours. Accordingly, earlier it had submitted to
infroduce the ToD tariff during morning hours and continuation of evening ToD,
to meet the demand during these periods, as the availability of power in the
market is minimal with maximum cost. The proposal of ESCOMs for introduction
of Time of Day (ToD) is essential for smooth functioning of State grid and dispatch

of Electricity economically.

The SLDC has submitted the impact on relaxation of ToD during morning/evening

peak hours as under:

% There can be additional loading in the system during peak hours (approx.
to an extent of 1000 to 1500MW), maintaining the system parameters
(voltage, frequency) as per grid code with this additional load, firm power
units viz., thermal power to be brought on bar for this specific period to meet
this additional demand, which will be not economical from grid operation

perspective.

3

%

Shifting of loads will also affect during non-solar hours, being an RErich state,
sufficient loads have to be balanced when injection of wind generation is
high during night periods.

% During high wind penetration, most of the thermal units are kept under
shutdown to absorb the must run RE by using hydro for ramping on short
duration.

% The wind generation as observed is predominantly less in the morning and

evening peak hours, ToD will help the grid management during these hours

provided the loads are shifted in reality.
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% The domestic and commercial loads are predominantly more in the
morning/evening peak hours and if compounded with the relaxation of
TOD, additional loads from Industrial has to be met, this requires firm power

(Thermal units) during this period.

7
0.0

The power is not available in Market during Morning & evening hours,
relaxing the ToD during Morning & evening hours will prompt the OA
customers to use the state grid during this hours, this will be additional

burden to the State grid.

As per the details of the projected and actual generation availability and
demand submitted for April-23 (upto 26t™), SLDC has submitted that, there is a
deviation of projected generation and actual generation due to forced outage
of units. Due to unprecedented rise in demand, during this financial year, the
relaxation of ToD during evening hours will have substantial impact for grid
operatfion to maintain within the permissible limit of Ul as per the new DSM
regulation. At present, the State is managing this unprecedented rise in demand
with the help of banking arrangement of UPPCL & PSPCL and also by utilizing the

market effectively.

By considering the above submissions SLDC has opined to continue the existing

ToD facility to all HT consumers for better grid management.

In the absence of any justifiable data and the opinion submitted by SLDC on the
revised ToD tariff proposal of ESCOMs and by considering the surplus power
situation in the State, the Commission decided to continue with the existing

approved ToD Tariff.

2. Parallel Operation Charges/Grid Support Charges proposal for captive power

plants:

CESC, in its application has claimed Grid Support Charges/ Parallel Operation
charges in respect of all the Captive Power plants, since they seek parallel
operation for safety, security and reliability of operation with the support of a
much larger and stable system. It is submitted that captive Power Plants are

running in parallel with grid and continuously taking the support of grid for their
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captive and process operations. To justify its claim CESC has stated that the
Parallel Operation Charges/Grid Support Charges are being collected in other
States like Gujrat, Tamil Nadu, Madhya Pradesh, Chhattisgarh etc.

Commission’s Analysis & Decisions:

The Commission notes that during the public hearing, the consumer
organisations/ captive generators have vehemently opposed imposing the
Parallel operation/grid support charge. In this regard, the Commission had
issued the discussion paper on introduction of grid interactive support / grid
support charge to all the Solar Rooftop consumer under net metering and any
captive plant which is connected to the grid. The Commission, by considering
the objections raised by the stake holders during the public hearing on the tariff
application filed by ESCOMs, is of the opinion that, a study needs to be

conducted before taking any decision in the matter.

As such the Commission decides to take up the issue after conducting a detailed

study and analysis on the subject.

3. Increase in Demand Charges for HT consumers:

CESC and other ESCOMs has proposed to increase the Demand Charges (Fixed
costs) in respect of all the consumer categories. It is submitted that in the tariff
structure the recovery of fixed charges and energy charges is not proportionate

to actual fixed cost and energy charges incurred by ESCOMs.

CESC has submitted that, the expenditure in respect of Fixed costs and Variable
costis in the ratio of 58:42. But as per the tariff fixed by the Commission the ratio
of recovery is 13:87, resulting in recover of the substantial portion of fixed cost

through energy charge.

It is further submitted that as and when the HT consumers avail open access by
drawing power from other sources or due to reduction in consumption on
accountinstalling of captive power units and for any other reasons, to the extent
of reduced energy consumption, CESC would under recover the fixed cost
which is included in the energy charge. This is affecting CESC financially. In view

of this. CESC and other ESCOMs has proposed substantial increase in demand/
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fixed charge across all the consumer categories and also reduction in energy

charge so as ensure full recovery of fixed cost.

CESC has also compared the fixed charges being levied in the other States like
Madhya Pradesh, Tamil Nadu and Andhra Pradesh to justify the claim for

increase in fixed charges.

Commission’s Analysis & Decision:

The Commission has carefully considered the proposal of CESC and other

ESCOMs for increasing the Demand/ Fixed charge.

The Commission, in its earlier Orders, has been emphasizing the need to recover
the fixed costs in the tariff by increasing the monthly rate of fixed costs gradually.
As long as the consumers are drawing the power from the CESC, the CESC is
assured of the full cost recovery, in the form of demand charges and energy
charges. The question of under recovery of fixed charges would arise only when

the consumers opt for Open Access(OA).

The Commission, to address the issue of under-recovery of fixed cost from the
consumers had issued a discussion paper on 28.09.22 and sought views/
suggestions/ objections of the stakeholders. In the said Discussion Paper, the

following issues were discussed:

The Fixed costs are the costs which are incurred by the ESCOMs to pay to the
Generating Companies, Transmission Company and meet the costs towards

creation and maintenance of Distribution network with in the ESCOMs.

The Fixed costs in the Generating Company are those which are incurred in land
acquisition, construction of Generating station, payment of employee costs
(salaries & pension), interest on loans, depreciation, return on equity and taxes

thereon.

Similarly, fixed costs in Transmission (based on the fransmission capacity created)
and Distribution Companies (tfowards the distribution network), pertain to all the

costs incurred for creation of transmission/ distribution network, payment of
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employee costs (salaries & pension), payment of interest on loans, depreciation,

return on equity and taxes thereon.

The above fixed costs are required to be incurred, by the ESCOMs, month on

month, irrespective of the quantum of energy sold to the consumers.

The Fixed Charges/ Demand Charges, included in the bill, pertain to the charges
fixed in tariff based on the sanctioned load of the consumers’ installations,
expressed in terms of Rs. per kW/KVA of the sanctioned load / contracted

demand.

Fixed charges are levied to recover the fixed cost incurred on arranging power
supply to the end consumers. Whereas, Energy Charges or the variable charges
are those which relate to the cost of generation of electricity generated from a
generating unit. It mainly consists of the primary and secondary fuel costs in the

form of cost of coal or gas and oil in thermal units.

While the Fixed cost determined on per kW / KVA per month (of the sanctioned
load) basis remain the same, the energy charges vary according to the quantum

(KWh/ unit) of electricity used by the Consumer.

Traditionally, the recovery of fixed cost through demand charges was fixed at
nominal rates, whereas a substantial portion of the fixed cost of electricity was
recovered through energy/ variable charges. Thus, the recovery of fixed cost
and the energy charge was not reflective of the actual per unit costs towards
fixed and variable expenses incurred by the Electricity Supply Companies
(ESCOMEs).

As per the Provisions of the Electricity Act, 2003, due to introduction of ‘Open
Access' in the electricity business, the ESCOMs are required to allow open access
to their consumers, to enable them buy power from other sources at competitive
rates. While availing open access, the consumers buy power from outside
sources other than the ESCOMs and to the extent of energy purchased from

outside sources, the consumers will not pay energy charges to the ESCOMs. Thus,
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the ESCOMs will not be able to recover the fixed costs which are a part of the
energy/ variable charges. This results in under recovery of fixed costs embedded
in the energy charges. As the ESCOMSs are required to pay the fixed cost to the
generating and transmission companies, irrespective of the of energy purchased
/ transmitted by them, the ESCOMs are made to pay fixed charges to the
generators and transmission charges even for the energy not purchased by the
Open Access consumers from the grid. Thus, the ESCOMs are losing the fixed cost
embedded in the energy charges (revenue) for the energy drawn through open

access consumers for which the ESCOMs are required to pay full fixed costs.

In view of the above situation, ESCOMs have been praying the Commission to
substantially increase the rate of recovery of Fixed Charges and to
proportionately reduce the Energy Charges so as to ensure adequate recovery
of fixed costs from consumers, with reference to the actual fixed costs incurred

by them.

During the public hearing, the stakeholders in general and industrial consumers
in particular, have opposed the proposal of the ESCOMs to substantially increase
the fixed cost. They have expressed their dissatisfaction over ESCOM'’s lacklustre

attitude in promoting the sales.

The stakeholders also pointed that, in case the Commission allows recovery of full
fixed cost, there is every likelihood of the ESCOMs becoming complacent in the

performance of their duties as they are assured of recovery of full fixed cost.

The Commission has been considering gradual increase in the rate of fixed costs
over a period of fime, with a view to balance the interest of both consumers and

ESCOMs, instead of substantially increasing the fixed cost upfront.

The Commission notes that, as per the Tariff Order 2022 dated 04.04.2022, the
Commission had determined the fixed charges / demand charges so as ensure
recovery of fixed cost to an extent of 53.96 % which also includes recovery of

fixed charges embedded through CDT in respect of IP set installations.
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Further, as per the provisions of the Electricity Act 2003, the ESCOMs should realise
the cost of supply from all the category of consumers and should not confine
themselves with the recovery of increased fixed cost only to specific categories
of consumers. Mere increasing the fixed charges/demand charges and reducing
energy charges to HT consumers does not appears to be a proper approach to

retain HT/EHT/Open Access consumers.

In order to retain the HT Consumers, CESC shall make wide publicity of the
schemes approved by the Commission and promote sales by adopting various
marketing strategies to encourage the consumers to avail the schemes

approved by the Commission.

Comparison of the recovery of Fixed costs in other States by CESC is also not
appropriate, since the cost components in other States will vary accordingly to
generation mix, geographical considerations and the overall economic
conditions prevailing in the States. In Karnataka historically, the thrust was more

on recovery of energy charges rather than the fixed charges.

The Commission notes that one of the major reasons for consumers opting for
open access is the frequent interruptions in power and the poor reliability in
supply of power to consumers. CESC is advised to improve the power supply
reliability by reducing interruptions and distribution losses, to maximise its

revenues.

In view of the above, the Commission is not in favour of CESC’s submission for
substantially increasing the fixed charge at one go and reduce the energy
charges. Hence, the Commission has considered a moderate increase in fixed
charges to all the category of consumers, so as to ensure gradual increase in the

fixed costs as envisaged in the Tariff Policy of the Gol.

In this Tariff Order, in order to balance the interest of consumers and the ESCOM:s,
the Commission, by considering the substantial increase involved in operations

of generation, transmission and distribution activities has endeavoured to give
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effect to a moderate increase in the recovery of fixed cost. As per approved ARR

for FY24 of ESCOMs, the share of fixed and variable cost is as under:

Total Approved ARR of ESCOMs:: Rs. 58,109.95 Crores
Less Variable cost of power purchase: Rs. 26,963.74 Crores
Fixed cost to be incurred: Rs. 31,146.21 Crores
Ratio of Variable cost & Fixed Cost: 46.40: 53.60

In the public hearing, some of the consumers’ / stake holders have pointed out
that, in respect of LT-1 (BJ/KJ) and LT-4(a) (IP sets 10 HP below) the fixed charges
are not being charged and recovered, thereby, ESCOMs are showing under
recovery of the fixed charges. In this regard the Commission would like to make
it clear that in the CDT fixed by the Commission for LT-1 & LT-4(a) tariff categories
the fixed charge component was not indicated separately even though the CDT
determined is inclusive of the fixed charges. As such, in this tariff order, the
Commission has endeavoured to consider the Fixed and Variable Cost
Component separately in the CDT of the respective tariff schedules. Thus,
ensuring the overall recovery of fixed charges by the ESCOMs to the extent of
63.14%.

After effecting appropriate increase in the Demand charges, in respect of the all
the categories including LT-1(BJ/KJ) and LT-4(a) (IP sets 10 HP and below), the
total fixed cost allowed to be recovered in tariff for FY24 would be Rs.22202.66
Crores as against total Fixed cost of Rs.31236.21 Crores. This accounts for
recovery of 71.08% out of 53.60% against the earlier recovery level at 57-20%.
The revised fixed charges in respect of various category-wise consumers is

indicated in the revised tariff schedule.

4. Special Incentive scheme:

CESC and other ESCOMs in their filing have requested the Commission to
discontinue the approved Special Incentive Scheme (SIS) for the reason that
CESC has proposed to increase the demand charges for HT consumers by
simultaneously reducing the energy charges, which are very competitive. It is

further submitted that ESCOMs have also proposed ToD tariff for all HT Categories
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which is similar to Special Incentive Scheme for HT consumers and requested the
Commission to discontinue special incentive scheme with effect from 1st
April,2023.

Commission’s Analysis and Decision:

The Commission notes that, during the Public hearing the consumer organisations
have pleaded for continuation of Special Incentive Scheme, since it is helpful to
the industries. Thereafter CESC and other ESCOMs have also concurred with
views of the stakeholders. Considering the request of the consumers and
concurrence of ESCOMs, the Commission has decided to continue the SIS on the
existing terms and conditions. The scheme would remain in force until further

orders.

5. Discounted Energy Rate Scheme:

CESC and other ESCOMs in their tariff applications have proposed to continue
the Discounted Energy Rate Scheme (DERS) for further period.

Commission Analysis and Decisions:

The Commission notes the submission made by CESC in seeking extension of DERS
scheme for a further period of two years. Keeping in view the surplus power
sifuation in the State, and as requested by the ESCOMs, in order to encourage
increase in sales to HT consumers, the Commission decides to continue the DERS
as per the existing terms and conditions. However, the Commission decides to fix
the discounted rate for the scheme @ Rs.5/- per unit as against the rate of Rs 6.00
per unit until further orders. The reduced rate shall be effective from the first

meter reading date on or after the date of this Tariff Order, until further orders.

Further, regarding monthly base consumption, whenever the consumers get their
contract demand reduced, there shall not be any reduction in base
consumption. This will be effective from the first meter reading date on or after
the date of this Tariff Order.

The Commiission in order to encourage increase in sales, decides to extend the

DERS Scheme to LT industries and LT Commercial consumers having sanctioned
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load of 50 Kwh and above at a discounted rate of energy charges of Rs.5.00 per
unit. This will be effective from the first meter reading date on or after the date

of this Tariff Order, until further orders.

The average monthly base consumption for the existing LT-5 consumers and
LT-3 consumers as on 01.04.2023 shall be computed by considering the energy
supplied by CESC during the period from April, 2022 to March 2023 at the option

of the consumer opting for the scheme.

In respect of new installation serviced on or after 01.04.2023, the monthly base
consumption shall be at 57 Kwh per KW of sanctioned load. In case the eligible
consumers who have increased their sanctioned load during the currency of the
scheme on a permanent basis, the existing monthly average base consumption
shall be increased to the extent of additional sanctioned load at the rate of 57
Kwh per KW of additional sanctioned load per month from the month in which

the additional sanctioned load has come into effect.

All other terms and conditions of the DERS Scheme as approved by the

Commission in its Tariff Order 2021 dated 9™ June, 2021 shall remain in force.

6. Withdrawal of Solar Rebate:

CESC and other ESCOMs in their proposals have submitted that, GoK in the letter
No. EN 396 NCE 2006 dated 13.11.2007, as a Demand Side Management
measure has made installation of solar water heater is mandatory in all residential
building with built up area of 600 Sq. feet and above constructed on sites
measuring 1200 Sq. feet and above falling within the limits of Municipal /

Corporations and Bangalore Development Authority.

Commission analyses and decisions:

The Commission notes the submission made by the ESCOMs for withdrawal of
solar water heater rebate extended to the consumers. The Commission also
notes that, many of the consumers in the public hearing suggested to withdraw
the solar rebate extended in the Tariff Order as any rebate extended to any
particular consumer is fo be borne by ofther consumers in the tariff. The
Commission note that, Government of Karnataka has made mandatory of the

installation of solar water heater on the roof of the residential buildings on certain
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conditions. The use of Solar water heaters is advantageous to both the ESCOMs
and the consumers. Now, with the availability of surplus power due to the
Commissioning of RE power projects in the State as noted from the submission
made by ESCOMs, the backing down of the thermal power stations to
accommodate the power from the must run status RE power as per the prevailing
Rules / Policy of the Gol/ MNRE is eminent. Thus, on account of this, the ESCOMs
are liable to pay the capacity charges and has resulted in increase in the power
purchase cost of the ESCOMs abnormally, which has to be borne by the
consumers in the State through Retail Supply Tariff. Under these circumstances,
extension of any further concession in the solar rebate has to be borne by the
other consumers by increase in the tariff for which they are objecting.

The Commission by considering the financials of the ESCOMs and the plight of
other consumers in the State decides to withdraw the existing rebate of 50 paise

per unit, for use of solar water heaters under tariff schedule LT2(a).

7. Non-telescopic tariff for Domestic consumers and Rationalisation /

Simplification of tariff categories:

CESC and other ESCOMs have proposed infroduction of non-telescopic slabs in
respect of LT Domestic consumers, for the reason that in the present telescopic
slabs, ESCOMs are unable to recover full cost of supply. The approved tariff
structure fetches lesser average rate from the domestic consumers as against

the approved average cost of supply.

ESCOMs have proposed non-telescopic tariff with reduced energy charges and
increase in fixed charges from 100 units onwards. ESCOMs have proposed
consumption-wise segregation of its consumers in domestic category as a
methodology of intra-slab cross subsidization. Increase in fixed charges have

been proposed by proportionately reducing the Energy charges.

ESCOMs have also cited the non-telescopic tariff slabs in other States like Kerala,

Maharashtra, Madhya Pradesh and Tamil Nadu to justify the proposal.
Commission’s Analysis & Decision:

The Standing Committee on Energy in its 26™ Report had observed that, over the

years, the tariff stfructure across the States has become very complex and the
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consumer categories are unduly large in number. In view of this, the Standing
Committee has recommended simplification and rationalisation of tariff
structure which would make the process of tariff determination simpler and also

bring more transparency and accountability.

Keeping in view the recommendation of the Standing Committee, the
Commission has attempted to rationalise the Tariff structure to the extent
possible, keeping in view the present tariff structure. The salient features of the

tariff Rationalisation are as follows:

a. Merger of urban and rural categories into one category.
b. Introduction of non-telescopic tariff slabs in respect of all the LT categories
except LT Industrial tariff.

c. Reduction of slabs in fixed and energy charges.

The Commission by considering the request of CESC and other ESCOMS and the
recommendation of the Standing Committee with regard to the tariff structure,
decides to rationalise and simplify the tariff categories and tariff in the present
tariff order. By this exercise, the Commission is able to reduce the tariff to

21categories from the existing 28 categories.

8. Withdrawal of incentive extended to ECS consumers:

The Other ESCOMSs in their applications have proposed to withdraw the incentive
extended by the Commission in its earlier Tariff Orders to the consumers who are
paying electricity bills through Electronic Clearing System (ECS) at 0.25% of the
bill amount. ESCOMs have submitted that, considering the number of consumers
availing this mode of payment with the sizable number of fransactions and the
amount collected through various other online payment modes offered without
any incentive, the extension of incentive to ECS opted consumers, may be

discontinued.

Commission analyses and decisions:

The Commission notes ESCOM's submissions in respect of the proposal for

withdrawal of incentive extended to ECS consumers. In the earlier years, the
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consumers in general were provided with only ECS facility for payment of bills as
approved by the RBI. At present there are various modes of online payment
available to the consumers. The incentive on ECS payment was allowed in order
to promote cash less transaction and realization of bill amount on the due date.
Now, after digitization, the citizens/ consumers are offered with various modes of
online payment. At present the volume of transactions under these modes of

online payment is very high, for which no incentive is being allowed.

Thus, the Commission, by considering the request of BESCOM and keeping in
view the availability of various other options for online payment to the consumers,
decides to withdraw the incentive extended to ECS consumers. However, the

consumers may continue to make payment through ECS.

9. Merging of Urban and Rural category under HT-2(a) HT-2(b) and HT-(c) along

with slabs:

a. Merging of Urban and Rural category under LT -2(a), LT-2(b) Lt-3 , LT-5 with the
extension of a rebate of 30 paise per unit in energy charges for consumers of

village panchayats:

The Commission has taken note of the submissions made by the ESCOMs on the
above issues. As made out in the earlier paras, in order fo remove the complexity
in billing of the installations and to simplify the tariff structure, the Commission has

decided to rationalize and simplify the tariff structure.

Accordingly, the Commission decides to club Urban and Rural consumers tariff
category under HT-2(a), HT-2(b), and HT-2(c) under HT category and LT-2(a), LT-
2(b), LT-3 and LT-5 under LT tariff category. Further, consequent on merger of rural
and urban tariff categories, there is likely to be slight increase in the electricity
bills in respect of rural consumers. To soften the burden of increase in tariff of rural
consumers, the Commission decides to extend a rebate 30 paise per unit to the
consumers falling under village panchayats. In respect of LTS consumers, the
Commission decides to extend a rebate 30 paise per unit to the consumers falling

under village panchayats and Town Municipal Council areas.
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10. Merging of LT7(b) tariff schedule under LT-3:

LT-7(b) tariff activities such as Hoardings and Advertisement boards, Bus shelters with
Advertising Boards, Private Advertising Posts / Sign Boards in the interest of public,
such as Police Canopy Direction boards, and other sign boards sponsored by private
Advertising Agencies / firms on permanent connection basis may be shifted /
classified under LT-3 tariff category with an addition of energy charges of Rs.2.50 per
unit plus the highest energy charges of LT-3 category as the activities are commercial

in nature.

The Commission notes the submission made by CESC and other ESCOMs to shift
LT-7(b) tariff schedule i.e. Hoardings and Advertisement boards, Bus shelters with
Advertising Boards, Private Advertising Posts / Sign Boards in the interest of public
such as Police Canopy Direction boards, and other sign boards sponsored by
private Advertising Agencies / firms on permanent basis to LT-3 category and
fixed charges at the highest energy charges of LT-3 category plus Rs.2.50 paise
per unit / 1.50 times of LT-3 Tariff category.

The Commission, in its earlier Tariff Order by considering the plight of the
consumer and the nature of power supply arrangement, has decided to bill
these consumers under LT-7(b) tariff schedule. The Commission in order to
rationalise and reduce the present tariff structure as requested by ESCOMs,
decides to club this tariff category with LT-3 tariff schedule by levying the
additional Rs.2.00 per unit over the approved Energy charges along with fixed

charges as approved by the Commission.

11. Gaushala activity to be included under LT-2(a) tariff schedule:

The Commission notes the submission made by the some of the ESCOMs to

include Gaushala activity under Domestic LT-2 tariff schedule.

The Commission by considering the nature of activity carried outin Gaushala and
as requested by the ESCOMs decided to include Gaushala activity under LT-2

domestic tariff schedule.
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12. Animal husbandry activity to be included in LT-5 tariff:

The Commission notes the submission made by the some of the ESCOMs to

include Animal Husbandry activity under LT-5 tariff schedule.

The Commission by considering the nature of activity carried out in Animal
Husbandry and as requested by the ESCOMs decided to include Animal

Husbandry Activities under LT-5 tariff schedule.

13. Re-classification of sanctioned load under LT-5 tariff schedule:

CESC other ESCOMs, in their applications have proposed to reclassify the existing
sanctioned levy the fixed charges on the sanctioned load under 5 slabs into 3
slabs. The Commission to rationalise the tariff structure and to remove the
complexity in billing, decides to reduce the existing 6 slabs of sanctioned load
considered for levy of fixed charge into two slabs under LT-5 tariff schedule as

under:

Existing Sanctioned Load Approved Sanction Load
i. 5HP and below i. Below 100 HP
ii. Above 5HP and Below 40 HP ii. 100 HP and Above

iii. 40 HP & above but below 67 HP
iv. 67 HP & above but below 100 HP
v. 100 HP and Above

14. Merging of HT-3 (a)(i), HT-3 (a)(ii) & HT-3 (a)(iii) into single tariff schedule HT-

3(a) i.e. Lift Irrigation.

The Commission notes that, CESC in its application has proposed to merged HT
3(a) tariff schedule under HT-3(a)(ii) tariff schedule. The Commission notes that
the other ESCOMSs proposed to merge the HT-3 (a) (i), HT-3 (a) (i) & HT-3 (a) (iii) tariff

category into single tariff categories as HT-3(a).

The Commission by considering the purpose of usage of Lift irigation and

rationalisation of tariff structure as recommended by FOR and as requested by
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ESCOMs decides to merge HT-3 () (i), HT-3 (a) (i) & HT-3 (a) (iii) tariff category into
single tariff category HT-3(q).

15. Classification of Data Centres under Industrial Category:

The Government of Karnataka vide its letter No. Energy/ 32 / PSR/ 2023 dated 4"
February, 2023 has forwarded the requests of Department of Electronic
Information Technology and Biotechnology& Science & Technology along with
the Karnataka Data Centre Policy:2022-2027 with a request to classify the Data

Centres under industrial tariff instead of treating them as commercial consumers.

Commission’s Analysis & Decision:

The Commission notes that the data centres provided larger employment
opportunities. They are also energy intensive units requiring bulk power. In order
to encourage setting up of more data centfres and to generate more
employment opportunities in the State of Karnataka, the Commission decides to
classify the data centres (both LT and HT under industrial tariff category subject
to Production of necessary certificate issued by Department of Electronics,

Information Technology & Biotechnology and Science & Technology.

16. Classification of Transformers repair centre under LT-5 tariff category:

CESC in its application has proposed to define tfransformer repair centres under

LT-5 category as these cenfres are not classified in the existing tariff schedule.

The Commission notes the submission made by CESC. The Commission by
considering the nature of activities carried in the transformer repair centres

decides to classify these activities under LT-5 tariff schedule.

b. Inclusion of LT-2(b) and HT-2(c)(ii) tariff schedule under commercial tariff - LT-
3 and HT2.

CESC inits application has submitted to includes LT2(b) and HT2(c) tariff schedule

applicable to Hospitals and Educational Institution run by private aided or
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6.5

unaided institutions under Commercial Tariff schedule as they are having

potential to pay cross subsidy.

The Commission notes the submission made by the some of the ESCOMs to
include LT2(b) and HT2(c) tariff schedule applicable to Hospitals and Educational
Institution run by private aided or unaided institutions under Commercial Tariff

schedule.

In this regard, the Commission notes that, imparting Education to the children to
achieve 100% literacy and providing medical assistants / treatment to all the
cifizens of the country is very essential as per the policy of the Government of
India. Reclassifying these consumers under commercial category will add on to
the cost of service and which will be a burden to the citizens. Thus, the

Commission decides to continue the existing tariff schedule for the same.

Revenue at existing tariff and deficit for FY24:

The Commission, in the preceding Chapters, has decided to carry forward the
revenue deficit of Rs.299.74 Crores of FY22 to the ARR of FY24. The net gap in
revenue of Rs.500.67 Crores for FY24 is proposed to be recovered by revision of

the Retail Supply Tariff, as discussed in the following paragraphs of this Chapter.

Considering the approved ARR for FY24 and the revenue as per the existing tariff,

the resultant gap in revenue for FY24 is as follows:

Revenue Deficit for FY24
Amount in Rs. in Crores

Particulars Amount
Approved Net ARR for FY24 including gap of FY22 6148.33
Revenue at existing tariff 5647.66

(-)Deficit/ Additional Revenue to be readlised by | (-)500.67
Revision of Tariff

Accordingly, the Commission now proceeds to determine the Retail Supply Tariff
for FY24. The category-wise tariff, as existing, as proposed by CESC and as

approved by the Commission are as follows:
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6.6 Category-wise Existing, Proposed and Approved Tariffs:

1. LT-1 Bhagya Jyothi:

The details of the existing and proposed tariff under this category are given in the

following Table:

LT-1: Applicable to BJ / KJ installations
PARTICULARS As Existing As Proposed
Energy  charges (including 811 paise / Unit 955 paise / Unit
. : subject to a subject fo @
recovery towards service main . o
charges) monthly minimum monthly minimum
of Rs.70 of Rs.100

COMMISSION’S VIEWS/ DECISION:

The Government of Karnataka has continued its policy of providing free power
to all BJ/KJ consumers with a single outlet, whose consumption is not more than
40 units per month, vide Government Order No. EN12 PSR 2017 dated 20t March,
2017.Based on the present average cost of supply, the tariff payable by this BJ/KJ

consumer is revised to Rs.8.59per unit.

Further, the ESCOMs shall claim subsidy for only those consumers who consume
40 units or less per month per installation. If the consumption exceeds 40 units per
month or if any BJ/KJ consumer is found to have more than one out- let, it shall
be billed as per the Tariff Schedule LT 2(a).

Accordingly, the Commission Determines the tariff (CDT) in respect of BJ / KJ

installations as follows:

LT-1: Applicable to BJ / KJ installations- for CESC Area
PARTICULARS ‘ As Approved by The Commission
Fixed Charges & Energy Charges:

859 paise / Unit subject to a
monthly minimum of Rs.100
Commission Determined Tariff (CTD) [CDT compirises of fixed charge
component of Rs.5.08 and variable
charge component of Rs.3.51 per unif]

NOTE:

GOK is meeting the full cost of supply to BJ / KJ installations. However, if the GOK does not
release the subsidy in advance, a Tariff of Rs.8.59 per unit subject to a monthly minimum
of Rs.100 per installation per month, shall be demanded and collected from these
consumers by CESC.
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2. LT-2(a) - Domestic Consumers:

CESC'’s Proposail:

The details of the existing and proposed tariff under this category are given in the

following Table:

Domestic Consumers Category- EXISTING TARIFF
LT-2(a)(i) LT-2(a)(ii)
Applicable to areas Applicable to
coming under City Areas under
PARTICULARS Municipal Village
Corporations and Panchayats
all other Urban
Local Bodies
Fixed Charges / KW /Month:
For the first KW Rs.100/- Rs.85/-
For every additional KW upto and
inclusive of 50 KW Rs.110/- Rs.100/-
For every additional KW above 50 KW Rs.175/- Rs.160/-
Energy Charges per kWh:
0 to 50 Units 410 paise 400 paise
51 to 100 Units 560 paise 530 paise
101 to 200 Units 715 paise 685 paise
For the balance Units 820 paise 770 paise
CESC has proposed non-telescopic energy slabs as follows.
Domestic Consumers Category- PROPOSED
LT-2(a)(i) LT-2(a)(ii)
Applicable to areas Applicable to
coming under City Areas under
PARTICULARS Municipal Village
Corporations and Panchayats
all other Urban
Local Bodies
Fixed Charges / KW /Month:
For the first KW Rs.175/- Rs.160/-
For every additional KW upto and
inclusive of 50 KW Rs.200/- Rs.185/-
For every additional KW above 50 KW Rs.265/- Rs.250/-
Energy Charges per kWh:
0 to 50 Units 415 paise 405 paise
0 to 100 Units [If the total
consumption exceeds 50 units and 555 paise 535 paise
upto 100 units]
0 to All Units [If the total consumption . .
exceeds 100 units] 695 paise 600 paise
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Commission’s Decision:

The Commission decides to rationalize the existing tariff structure of domestic

consumers, as detailed below:

(i) Merging LT-2(a) (i) & LT-2a(ii) categories

(i) Reducing fixed charges slabs to two from the existing three slabs.

(iii) Infroducing non-telescopic energy charges slabs.

(iv) Conseqguent to the merging of rural category under urban category, the
Commission decides to extend a rebate 30 paise per unit to the
consumers falling under village panchayat areas.

(V) As per the request of the ESCOMs, the Commission decides to classify

“Gaushala” installations under tariff schedule LT-2(a).

LT-2(a): Domestic Consumers as Approved by the Commission
LT-2(a)
Pl [Applicable for all areas]
Fixed Charges / KW /Month:
Per KW Upto 50 KW Rs.110/-
For every additional KW above 50 KW Rs.210/-
Energy Charges per kWh:
0 to 100 Units 475 paise
0 to All Units [if the total consumption .
exceeds 100 units] 700 paise

3. LT-2(b): Applicable to the Private Professional and other private Educational
Institutions including aided, unaided institutions, Nursing Homes and Private
Hospitals having only lightning or combined lighting & hearting and motive
power

CESC'’s Proposal:

The details of the existing and the proposed tariff under this category are given

in the Table below:
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LT-2(b): EXISTING TARIFF
LT-2(b)(i) LT-2(b)(ii)
Applicable to areas Applicable to
coming under City Areas under
PARTICULARS Municipal Village
Corporations and Panchayats
all other Urban
Local Bodies
Fixed Charges / KW /Month:
Per KW upto 50 KW Rs.120/- Rs.110/-
Subject to a minimum per KW Rs.150/- Rs.135/-
For every additional KW above 50 KW Rs.175/- Rs.165/-
Energy Charges per kWh:
0 to 200 Units 730 paise 675 paise
Above 200 Units 855 paise 800 paise
LT-2(b): AS PROPOSED
LT-2(b)(i) LT-2(b)(ii)
Applicable to areas Applicable to
coming under City Areas under
PARTICULARS Municipal Village
Corporations and Panchayats
all other Urban
Local Bodies
Fixed Charges / KW /Month:
Per KW upto 50 KW Rs.200/- Rs.195/-
Subject to a minimum per KW Rs.280/- Rs.235/-
For every additional KW above 50 KW Rs.300/- Rs.255/-
Energy Charges per kWh:
0 to 200 Units 735 paise 685 paise
For the balance Unifs 885 paise 835 paise

Commission’s decision:

The Commission decides to rationalize the existing tariff structure of LT-2(b)

category as detailed below:

() Merging LT-2(b)(i) & LT-2b(ii) categories

(ii) Rationalizing the fixed charges slabs.

(iii) Single slab for the energy charges.

(iv) Consequent to the merging of rural category under urban category, the

Commission decides to extend a rebate 30 paise per unit to the

consumers falling under village panchayat areacs.
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LT-2(b): Approved by the Commission

PARTICULARS

LT-2(b)
Applicable for all areas

Fixed Charges / KW / Month:

Per KW Upto 50 KW Rs.180/-
For every additional KW above 50 KW Rs.250/-
Energy Charges per kWh:

For entire consumption 775 paise

4. LT-3: Commercial Lighting, Heating& Motive Power:

CESC'’s Proposal:

The details of the existing and the proposed tariff under this category are given

in the Table below:

LT-3: EXISTING TARIFF
LT-3(i) LT-3(ii)
Applicable to areas Applicable to
coming under City Areas under
PARTICULARS Municipal Village
Corporations and Panchayats
all other Urban
Local Bodies

Fixed Charges / KW / Month:
Per KW upto 50 KW Rs.125/- Rs.115/-
For every additional KW above 50 KW Rs.230/- Rs.220/-
Energy Charges per kWh:
0 to 50 Units 840 paise 790 paise
For the balance Unifs 940 paise 890 paise

but below 150 KW - EXISTING TARIFF

LT-3: Demand based Tariff (optional) where sanctioned load is above 5 KW

LT-3(i) LT-3(ii)
Applicable to areas Applicable to
coming under City Areas under
PARTICULARS Municipal Village
Corporations and Panchayats
all other Urban
Local Bodies -
Fixed Charges per KW / Month of billing demand:
Per KW upto 50 KW Rs.140/- Rs.130/-
For every additional KW above 50 KW Rs.245/- Rs.235/-
Energy Charges per kWh:
0 to 50 Units 840 paise 790 paise
For the balance Units 940 paise 890 paise
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LT-3: AS PROPOSED
LT-
EARTICULARS Applicable fc::r all areas

Fixed Charges / KW / Month:

Per KW upto 50 KW Rs.270/-

For every additional KW above 50 KW Rs.325/-
Energy Charges per kWh:

0 to 50 Units 840 paise

For the balance Units 950 paise

LT-3: Demand based Tariff (optional) where sanctioned load is above 5 KW
but below 150 KW - AS PROPOSED

e Applicabltlangr all areas
Fixed Charges per KW / Month of biling demand:
Per KW upto 50 KW Rs.300/-
For every additional KW above 50 KW Rs.350/-
Energy Charges per kWh:
0 to 50 Units 840 paise
For the balance Unifs 950 paise

Commission’s decision:

The Commission decides to rationalize the existing tariff structure of LT-3

category, as detailed below:
(i) Merging LT-3(i) & LT-3(ii) categories

(ii) Single slab for the energy charges.

(i

(iv)

Shifting of the consumers under LT-7(b) category (Applicable to power
supply to Hoardings & Advertisement boards on Permanent connection
basis) into LT-3 category.

Conseqguent to the merging of rural category under urban category, the
Commission decides to extend a rebate 30 paise per unit to the

consumers falling under village panchayat areas.

LT-3: As Approved by the Commission

. AppIicabItLangr all areas
Fixed Charges / KW ? Month:
Per KW Upto 50 KW Rs.200/-
For every additional KW above 50 KW Rs.300/-
Energy Charges per kWh:
For entire consumption 850 paise
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LT-3: Demand based Tariff (optional) where sanctioned load is above 5 KW
but below 150 KW - As Approved by the Commission

AL Applicqbltlan:r all areas
Fixed Charges per KW / Month of billing demand:
Per KW Upto 50 KW Rs.220/-
For every additional KW above 50 KW Rs.320/-
Energy Charges per kWh:
For entire consumption 850 paise

5. LT-4: Irrigation Pump Sets:
5.1: LT-4(a)- Applicable to IP sets up to and inclusive of 10 HP

CESC'’s Proposal:
The details of the existing and the proposed tariff under this category are given

in the Table below:

LT-4(a): Applicable to IP sets up to and inclusive of 10 HP
PARTICULARS ‘ As Existing ‘ As Proposed
Fixed Charges: NIL NIL
Energy Charges per kWh:
Commission Determined Tariff (CTD) ‘ 640 paise ‘ 701 paise

Commission’s Decision

The Government of Karnataka has extended free supply of power to farmers as
per the Government Order No. EN 55 PSR 2008 dated 04.09.2008. As per this policy
of GoK, the entire cost of supply to IP sets upto and inclusive of 10 HP shall borne
by the GoK through tariff subsidy. In view of this, all the consumers under the

existing LT-4(a) tariff are covered under fully subsidised supply of power.

Considering the cross subsidy contribution from categories other than IP Sets and
BJ/KJ Categories, the Commission determines the tariff for IP Sets under LT4(q)

category as follows:
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LT-4(a): Approved CDT for IP Sets for FY24
S.No. PARTICULARS CESC
1 Approved ARR (Rs.in Crores) 6148.33
2 Sales to BJ/KJ installations — MU 95.12
3 Sales to IP set installations — MU 3084.54
4 Sales to other than BJ/KJ & IP set installations in MU 3979.69
5 Total Sales in MU (2 + 3 + 4) 7159.35
6 Average Cost of supply in Rs. Per unit (1 /5 *10) 8.59
7 Cost of supply — other than IP sets / BJ/KJ sales (4 * 6 / 10) 3418.55
8 Rev. from other than IP & BJ/KJ installations (Rs.in Crores) 3932.04
9 Cross subsidy from other than IP & BJ/KJ installations in 513.49
Rs.Crores (8 - 7)
10 Cost of supply to BJ/KJ installations in Rs.Crores (2 * 6 /10) 81.71
1 Revenue from sales to BJ/KJ installations in Rs.Crores 81.71
12 Cost of supply to IP sets sales in Rs.Crores (3 * 6 /10) 2649.62
13 Revenue to be collected from IP set installations (12 - 9) 2136.13
14 Approved sales to IP set in MU 3084.54
15 Commis§ion determ!ned tariff (CDT) for IP set category 6.92
for FY24 in Rs. Per unit (13 / 14 * 10)

Accordingly, the Commission decides to approve tariff of Rs.6.92 per unit as CDT

for FY24 for IP Set category under LT4 (a). In case the GoK does not release the

subsidy in advance, the tariff of Rs.6.92 per unit shall be demanded and

collected from these consumers.

LT-4(a): Applicable to IP sets up to and inclusive of 10 HP- for CESC Area

PARTICULARS ’ As Approved by The Commission

Energy Charges & Energy Charges:

Commission Determined Tariff (CTD)

692 paise / Unit
[CDT comprises of fixed charge
component of Rs.4.09 and variable
charge component of Rs.2.83 per unit]

NOTE: IN CASE THE GOK DOES NOT RELEASE THE SUBSIDY IN ADVANCE, IN THE MANNER
SPECIFIED BY THE COMMISSION IN CLAUSE 6.1 OF THE KERC (MANNER OF PAYMENT OF
SUBSIDY) REGULATIONS, 2008, CDT OF RS.6.92 PER UNIT SHALL BE DEMANDED FROM THESE
CONSUMERS.

The Commission has been issving directives to ESCOMs for conducting Energy

Audit at the Distribution Transformer Centre (DTC)/feeder level for proper

assessment of distribution losses and to enable detection and prevention of

commercial loss. In view of undertaking feeder segregation under NJY scheme,

Deen Dayal Upadhyaya Gramma Jyothi Yojana, the ESCOMs including CESC
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were also directed to submit IP set consumption on the basis of the meter
readings of the 11 kV feeders at the sub-station level duly deducting the energy
losses in 11kV lines, distribution transformers & LT lines, in order to compute the
consumption of power by IP sets accurately. Further, in the Tariff Order 2014, the
ESCOM:s including CESC were also directed to take up enumeration of IP sets, 11
KV feeder-wise by capturing the GPS co-ordinates of each live IP set in their
jurisdiction. In this regard, the Commission has noted that the ESCOMs have not
fully complied with these directions and have initiated measures to achieve full
compliance. The CESC need to ensure full compliance as this has direct impact

on their revenues and tariff payable by other categories of consumers.

Government of Karnataka vide letter dated 29.03.2023 has informed the
Commission that for FY24, Government have allocated an amount of Rs.13,143.00
Crores for providing free electricity supply to BJ/KJ consumers (consuming up to
40 Units) and IP sets consumers with a sanctioned load of 10 HP & below and
requested the Commission to determine the tariff for these categories

considering the same.

In this regard, it is explicitly made clear that the Commission is determining the
tariff for various category of consumers duly considering the cross subsidy from
other category of consumers. As such, while determining the tariff for BJ/KJ
consumers (consuming up to 40 Units) and IP sets consumers with a sanctioned
load of 10 HP and below, the Commission has to consider the level of cross
subsidization from other consumer categories and also the increase in the various
cost components. Resultantly, it is not possible for the Commission to determine
the tariff for the above categories restricting to the amount of subsidy allocated
by the Government. Further, as per Section 62 of the EA, 2003, the Commission is
required to determine the tariff. Therefore, the request of the Government to limit
the tariff of these categories to match the amount of allocated subsidy would be
against the decision of the Government in the matter of providing free electricity

supply to these categories vide its order 04.09.2008.

In the light of this, the Government shall fully meet the cost of such subsidized
supply at the rate of Commission Determined Tariff in respect of for BJ/KJ

consumers (consuming up to 40 Units) and IP sets consumers with a sanctioned
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load of 10 HP & below. In case, the Government is not able to provide the subsidy
to the extent of CDT approved by the Commission, then GoK shall direct the
ESCOMs to regulate the power supply to the extent the subsidy provided.

5.2: LT-4(b)- Applicable to IP sets above 10 HP up to and inclusive of 10 HP.

CESC'’s Proposail:

LT-4(b): Applicable to IP sets above 10 HP up to and inclusive of 10 HP
PARTICULARS ‘ As Existing ‘ As Proposed
Fixed Charges / HP /Month:
Per HP | Rs.110/- | Rs.180/-
Energy Charges per kWh:
For entire consumption ‘ 390 paise ‘ 420 paise

Commission’s decision:

The Commission decides to revise the tariff for the category as below:

LT-4(b): Applicable to IP sets above 10 HP up to and inclusive of 10 HP
PARTICULARS ‘ As Approved by the Commission
Fixed Charges / HP / Month:
Per HP | Rs.135/-
Energy Charges per kWh:
For entire consumption ‘ 410 paise

5.3: LT-4(c)- Applicable to Pvt. Horticultural Nurseries, Coffee, Tea & Rubber

plantations.

CESC'’s Proposal:

LT-4(c): Applicable to Private Horticultural Nurseries, Coffee, Tea & Rubber
plantations
PARTICULARS ‘ As Existing ‘ As Proposed
Fixed Charges / HP / Month:
Per HP | Rs.100/- | Rs.200/-
Energy Charges per kWh:
For entire consumption ‘ 390 paise ‘ 510 paise

Commission’s decision:

The Commission decides to revise the tariff for the category as below:

Chapter - 6 : Determination of Retail Supply Tariff for FY24 Page 162



Karnataka Electricity Regulatory Commission

Tariff Order 2023

CESC

LT-4(c): Applicable to Private Horticultural Nurseries, Coffee, Tea & Rubber
plantations
PARTICULARS ‘ As Approved by the Commission
Fixed Charges / HP / Month:
Per HP Rs.135/-
Energy Charges per kWh:
For entire consumption 425 paise

6. LT-5:Industries:

CESC'’s Proposail:

The details of the existing and the proposed tariff under this category are givenin the

Table below:
LT-5: EXISTING TARIFF
LT-5(a) LT-5(b)
Applicable to Applicable to all
PARTICULARS arrears under City | areas other than
Municipal those covered
Corporation under LT-5(a)
Fixed Charges / HP / Month:
For 5 HP & below Rs.90/- Rs.80/-
For above 5 HP & below 40 HP Rs.100/- Rs.95/-
For 40 HP & above but below 67 HP Rs.125/- Rs.120/-
For 67 HP & above but below 100 HP Rs.190/- Rs.175/-
For 100 HP and above Rs.225/- Rs.210/-
Energy Charges per kWh:
0 to 500 Units 585 paise 575 paise
501 to 1000 Units 685 paise 670 paise
For the balance Units 715 paise 700 paise

LT-5: Demand Based Tariff (Optional) : EXISTING TARIFF

LT-5(a) LT-5(b)
Applicable to Applicable to all
PARTICULARS areas under City | areas other than
Municipal those covered

Corporation

under LT-5(a)

Fixed Charges / KW / Month of billing demand:

Above 5 HP & less than 40 HP Rs.120/- Rs.110/-
For 40 HP & above but below 67 HP Rs.155/- Rs.145/-
For 67 HP & above but below 100 HP Rs.240/- Rs.230/-
For 100 HP and above Rs.255/- Rs.245/-
Energy Charges per kWh:

0 to 500 Units 585 paise 575 paise
501 to 1000 Units 685 paise 670 paise
For the balance Units 715 paise 700 paise
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LT-5: ToD Tariff (at the option of consumers) - EXISTING

From July to From December
Time of Day November to June)
(monsoon period)
06.00 Hrs to 10.00 Hrs 0 0
10.00 Hrs to 18.00 Hrs 0 0
18.00 Hrs to 22.00 hrs 0 (+)100 Paise
22.00 Hrs to 06.00 Hrs 0 (-)100 Paise

LT-5: PROPOSED TARIFF

PARTICULARS

LT-5(a)
Applicable for all areas

Fixed Charges / HP / Month:

For below 40 HP Rs.270/-
For 40 HP & above but below 67 HP Rs.300/-
For 67 HP and above Rs.320/-
Energy Charges per kWh:

0 to 500 Units 595 paise
501 to 1000 Units 695 paise
For the balance Unifs 720 paise

LT-5: Demand Based Tariff (Optional) : PROPOSED TARIFF

PARTICULARS

LT-5(a)
Applicable for all areas

Fixed Charges / KW / Month of billing demand:

For below 40 HP Rs.300/-
For 40 HP & above but below 67 HP Rs.350/-
For 67 HP and above Rs.370/-
Energy Charges per kWh:

0 to 500 Units 595 paise
501 to 1000 Units 695 paise
For the balance Units 720 paise

CESC has not proposed for modification to the existing ToD Tariff.

Commission’s Decision:

The Commission decides to rationalize the existing tariff structure of LT-5

category, as detailed below:

(i) Merging LT-5(a) & LT-5(b) categories

(ii) Reducing the fixed charge slabs to two from the existing five.

Chapter - 6 : Determination of Retail Supply Tariff for FY24

Page

164



Karnataka Electricity Regulatory Commission

Tariff Order 2023 CESC

(iii) Conseqguent to the merging of rural category under urban category, the

Commission decides to extend a rebate 30 paise per unit to the

consumers of village panchayat areas & Town Municipal Council Areas.

(iv) As per the request of the ESCOMs, the Commission decides to classify

“Transformer Repair Centre” installations under tariff schedule LT-5.

(v) The Commission decides to include the “Data Centre” installations in the

LT-5 tariff schedule.

LT-5: As Approved by the Commission

Cet Applicalglresfg:)all areas
Fixed Charges / HP / Month:
Below 100 HP Rs.140/-
100 HP and above Rs.250/-
Energy Charges per kWh:
0 to 500 Units 610 paise
Above 500 Units 710 paise

LT-5: Demand Based Tariff (Optional) : As Approved by the Commission

PARTICULARS

LT-5(a)
Applicable for all areas

Fixed Charges / KW / Month of billing demand:

Below 100 HP Rs.190/-
100 HP and above Rs.300/-
Energy Charges per kWh:

0 to 500 Units

610 paise / Unit

Above 500 Units

710 paise / Unit

LT-5: ToD Tariff (at the option of consumers)
— As Approved by the Commission

From July to From December
Time of Day November to June)
(monsoon period)
06.00 Hrs to 10.00 Hrs 0 0
10.00 Hrs to 18.00 Hrs 0 0
18.00 Hrs to 22.00 hrs 0 (+)100 Paise
22.00 Hrs to 06.00 Hrs 0 (-)100 Paise
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Time of Day Tariff

In view of the discussions made in the earlier paras, the decision of the
Commission, in its previous Tariff Orders, providing for mandatory Time of Day
Tariff for HT2(a), HT2(b) and HT2(c) consumers with a contract demand of 500
KVA and above, is continued. The existing optional ToD will continue for HT2(q),
HT2(b) and HT2(c) consumers with contract demand of less than 500 KVA. Further,
for LTS and HT1 consumers, the existing optional ToD is continued. The ToD Tariff
which the Commission has approved in respect of EV charging stations in the
Depots of BMTC / KSRTC / NEKRTC / NWKRTC will continue to be in force, until

further orders.

Accordingly, the Commission decides to continue the existing ToD Tariff structure

without any modification.

Rebate to Micro & Small scale industries under LT-5 category:

In the Tariff Order 2022, the Commission has approved a Rebate of 50 paise per
unit in Energy Charges to Micro & Small scale industries in order to mitigate the
financial crisis faced due to present economic slowdown in the State on account

of pandemic Covid-19. This Rebate was allowed for only 12 months.

In the public hearing conducted by the Commission relating to the tariff revision
application of ESCOMs and also in the written submission, several consumer
organizations have requested to continue the Rebate for sustenance of Micro &

Small scale industries.

Considering the request, the Commission decides to continue the Rebate of 50
paise unit in Energy Charges to Micro & Small scale industries as certified by the
Government of Karnataka for the consumers falling under Tariff Schedule LT-5,

until further orders.
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7. LT-6 (a) Water Supply Installations, (b) Public Lighting (c) Electric Vehicle
Charging Stations/ Battery Swapping Stations:

CESC'’s Proposal:

The details of the existing and the proposed tariff under this category are given

in the Table below:

LT-6(a): Applicable to Water Supply Installations

PARTICULARS As Existing As Proposed
Fixed Charges / HP / Month:
For HP upto 67 HP Rs.110/- Rs.190/-
For every additional HP above 67 HP Rs.215/- Rs.295/-
Energy Charges per kWh:
For entire consumption ‘ 500 paise ‘ 560 paise

LT-6(b): Public Lighting Installations

PARTICULARS ‘ As Existing ‘ As Proposed
Fixed Charges / KW / Month:
Per KW | Rs125i- | Rs.205/-
Energy Charges per kWh:
For entire consumption 665 paise 700 paise
Energy charges for LED / Induction Lighting 560 paise 595 paise

LT-6(c): Electric Vehicle Charging Stations/ Battery Swapping Stations
(for Both LT & HT)

PARTICULARS ‘ As Existing As Proposed
Fixed Charges / KW / Month:
For KW upto 50 KW Rs.70/- Rs.170/-
For every additional KW above 50 KW Rs.170- Rs.240/-
For HT (per KVA / Month of billing demand) Rs.200/- Rs.270/-
Energy Charges per kWh:
For entire consumption 500 paise ‘ 550 paise

LT-6(c): ToD Tariff for the EV charging stations in the Depots of BMTC / KSRTC
/ NEKRTC / NWKRTC who have availed HT power supply for charging the
Electric Motor Vehicles— EXISTING

From July to From December
Time of Day November to June)
(monsoon period)
06.00 Hrs to 10.00 Hrs 0 0
10.00 Hrs to 18.00 Hrs 0 0
18.00 Hrs to 22.00 hrs 0 (+)100 Paise
22.00 Hrs to 06.00 Hrs 0 (-)100 Paise
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Commission’s decision:

The Commission decides to revise the tariff for the category as below:

LT-é(a): Applicable to Water Supply Installations (Applicable to all areas)
PARTICULARS ‘ As Approved by the Commission
Fixed Charges / HP / Month:
Upto and inclusive of 67 HP Rs.175/-
For every additional HP above 67 HP Rs.275/-
Energy Charges per kWh:
For entire consumption ‘ 550 paise

LT-6(b): Public Lighting Installations (Applicable to all areas)

PARTICULARS ‘ As Approved by the Commission
Fixed Charges / KW / Month:
Per KW | Rs.175/-
Energy Charges per kWh:
For entire consumption 700 paise
Energy Charges for LED/Induction Lighting 600 paise

LT-6(c): Electric Vehicle Charging Stations/ Battery Swapping Stations
(for Both LT & HT) (Applicable to all areas)
PARTICULARS ‘ As Approved by the Commission
Fixed Charges / KW / Month:
Upto and inclusive of 50 KW Rs.70/-
For every additional KW above 50 KW Rs.170-
For HT (per KVA / Month of billing demand) Rs.200/-
Energy Charges per kWh:
For entire consumption 450 paise

In view of the discussions made in the earlier paras, the Commission decides to
continue the existing ToD Tariff approved in respect of HT EV charging stations
in the Depots of BMTC / KSRTC / NEKRTC / NWKRTC will continue to be in force

until further orders, as follows:
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LT-4é(c): ToD Tariff for the EV charging stations in the Depots of BMTC / KSRTC
/ NEKRTC / NWKRTC who have availed HT power supply for charging the
Eleciric Motor Vehicles— As Approved by the Commission.

From July to From December
Time of Day November to June)
(monsoon period)
06.00 Hrs to 10.00 Hrs 0 0
10.00 Hrs to 18.00 Hrs 0 0
18.00 Hrs to 22.00 hrs 0 (+)100 Paise
22.00 Hrs to 06.00 Hrs 0 (-)100 Paise

8. LT 7- Temporary Supply & Permanent supply to Advertising Hoardings;

CESC'’s Proposal:

The details of the existing and the proposed tariff under this category are given

in the Table below:

LT-7(a): Temporary Power Supply for all purposes

PARTICULARS As Existing As Proposed
Energy charge at Energy charge at
1120 paise per unit 1190 paise per unit
subject to a weekly subject to a weekly
Less than 67 HP only minimum of Rs.275 minimum of Rs.345
per KW of the per KW of the
sanctioned load. sanctioned load.

LT-7(b): Applicable to power supply to Hoardings & Advertisement boards
on Permanent connection basis

PARTICULARS ‘ As Existing As Proposed
Fixed Charges / KW / Month:
Less than 67 HP only ‘ Rs.150/- To merge this
Energy Charges per kWh: category with LT-3
For entire consumption ‘ 1120 paise

Commission’s decision:

The Commission decides to reclassify the consumers faling under LT-7(b)
category under LT-3 tariff category as tariff schedule LT-3(b). The existing LT
commercial consumers shall be classified as LT-3(a). Thus, tariff schedule LT-3(b)

shall appear below LT-3(a) schedule, as below;
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LT-3(b): Applicable to power supply to Hoardings & Advertisement boards
on Permanent connection basis
PARTICULARS | As Approved by the Commission
Fixed Charges / KW / Month:
Less than 67 HP only | Rs.200/-
Energy Charges per kWh:
For entire consumption | 1050 paise

Further, by renaming LT-7(a) category as LT-7, the Commission has approved the

revised tariff for the category as indicated below.

The temporary installations with sanctioned load / confract demand above 67

HP will continue under HT-5.

The Commission has also decided that the billing of LT-7 installations shall be on
monthly basis, similar to other category of consumers, however, subject to the
provisions of the Conditions of Supply of Electricity of Distribution Licensees in the

State of Karnataka (CoS) (Eleventh Amendment), 2023.

LT-7: Temporary Power Supply for all purposes (Applicable to all areas)
PARTICULARS ‘ As Approved by the Commission
Fixed Charges / HP / Month:
Less than 67 HP | Rs.200/-
Energy Charges per kWh:
For entire consumption ‘ 1150 paise

HT Categories - Time of Day Tariff

In view of the discussions made in the earlier paras, the decision of the
Commission in its earlier Tariff Orders, providing for mandatory Time of Day Tariff
for HT2(a), HT2(b) and HT2(c) consumers with a contract demand of 500 KVA and
above, is contfinued. The existing optional ToD will continue for HT2(a), HT2(b)
and HT2(c) consumers with contract demand of less than 500 KVA. Further, for
LTS and HT1 consumers, the existing optional ToD is continued. The ToD Tariff
which the Commission has approved in respect of EV charging stations in the
Depots of BMTC / KSRTC / NEKRTC / NWKRTC will confinue to be in force until

further orders.
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9. HT-1- Water Supply & Sewerage

CESC'’s Proposal:

The details of the existing and the proposed tariff under this category are given

in the Table below:

HT-1: Water Supply and Sewerage Installations
PARTICULARS | As Existing ‘ As Proposed
Demand Charges / KVA / Month of billing demand:
Per KVA | Rs250/- | Rs.595/-
Energy Charges per kWh:
For entire consumption ‘ 560 paise ‘ 570 paise

CESC has not proposed for modification to the existing ToD Tariff.

Commission’s decision:

The Commission decides to revise the tariff for the category as below:

HT-1: Water Supply and Sewerage Installations (Applicable to all areas)
PARTICULARS ‘ As Approved by the Commission
Demand Charges / KVA / Month of billing demand:
Per KVA | Rs.350/-
Energy Charges per kWh:
For entire consumption ‘ 600 paise

10. HT-2(a) — HT Industries

CESC'’s Proposal:
The details of the existing and the proposed tariff under this category are given

in the Table below:

HT-2(a): Industries (Applicable for all areas)
PARTICULARS ‘ As Existing ‘ As Proposed
Demand Charges / KVA / Month of billing demand:
Per KVA | Rs265/- | Rs.655/-
Energy Charges per kWh:
For the first 1 lakh units 735 paise 620 paise
For the balance units 760 paise (for all units)
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HT-2(a): Railway Traction (Applicable for all areas)

PARTICULARS ‘ As Existing ‘ As Proposed
Demand Charges / KVA / Month of billing demand:
Per KVA | Rs275/- | Rs.600/-
Energy Charges per kWh:
For entire consumption ‘ 660 paise ‘ 660 paise

HT-2(a): Effluent Treatment Plants independently serviced ouiside the
premises of any installation under HT2(a)

PARTICULARS ‘ As Existing ‘ As Proposed
Demand Charges / KVA / Month of billing demand:
Per KVA | Rs275/- | Rs.655/-
Energy Charges per kWh:
For entire consumption ‘ 700 paise ‘ 700 paise

CESC has not proposed for modification to the existing ToD Tariff.
Commission’s Decision:
The Commission decides to introduce a single slab by removing the existing two

slabs in the energy charges.

The Commission decides to include the “Data Centre"” installations in the HT-

2(a) tariff schedule.

HT-2(a): Industries (Applicable for all areas)

PARTICULARS L5 LRIEEE] 27 e
Commission

Fixed Charges / month / KVA of Biling Demand:

Per KVA | Rs.350/-
Energy Charges per kWh:
For entire consumption ‘ 740 paise

HT-2a: Railway Traction
PARTICULARS

As Approved by the
Commission

Fixed Charges / month / KVA of Biling Demand:

Per KVA | Rs.350/-
Energy Charges per kWh:

For entire consumption ‘ 700 paise
Note:

(i) ToD Tariff is not applicable to Railway Traction installations.

(i) The Commission, by considering the concessional tariff extended to the
Railway fraction, decides that Special Incentive Scheme and ToD tariff
shall not be extended to the Railway traction installations. However, they
are eligible to avail the new “Discounted Energy Rate Scheme™.
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HT2(a): Effluent Treatment Plants independently serviced outside the

premises of any installation
As Approved by the

PARTICULARS . .
Commission
Fixed Charges / month / KVA of Billing Demand:
Per KVA | Rs.350/-
Energy Charges per kWh:
For entire consumption ‘ 700 paise

NOTE: ToD tariff is applicable to these installations, if the Special Incentive
Scheme is not opted.

11. HT-2 (b) HT Commercial

CESC’s Proposal:

The details of the existing and the proposed tariff under this category are given

in the Table below:

HT-2(b): Commercial (Applicable for all areas)
PARTICULARS ‘ As Existing ‘ As Proposed
Demand Charges / KVA / Month of billing demand:
Per KVA | Rs290/- | Rs.670/-
Energy Charges per kWh:
For the first 2 lakh units 905 paise 715 paise
For the balance units 9215 paise (for all units)

CESC has not proposed for modification to the existing ToD Tariff.
Commission’s Decision:
The Commission decides to infroduce a single slab by removing the existing two

slabs in the energy charges.
The Commission as in pre paras decides to include the “Data Centre”

installations in the HT-2(a) tariff schedule.

HT-2(b): Commercial (Applicable for all areas)
Tariff approved by the

PARTICULARS Commission
Fixed Charges / month / KVA of Biling Demand:
Per KVA | Rs.375/-
Energy Charges per kWh:
For entire consumption ‘ 925 paise
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12. HT - 2 (c) - Applicable to Hospitals and Educational Institutions:

12.1: HT-2(c)(i) Applicable to Government Hospitals & Hospitals run by Charitable
Institutions & ESI Hospitals and Universities, Educational Institutions belonging
to Government, Local Bodies and Aided Educational Institutions and Hostels
of all Educational Institutions:

12.2: HT-2(c)(ii) Applicable to Hospitals and Educational Institutions other than those

covered under HT2(c) (i)

CESC'’s Proposal:
The details of the existing and the proposed tariff under this category are given

in the Table below:

HT-2(c)(i) (for all areas)

PARTICULARS ‘ As Existing ‘ As Proposed
Demand Charges / KVA / Month of billing demand:
Per KVA | Rs260/- | Rs.610/-
Energy Charges per kWh:
For the first 1 lakh units 720 paise 670 paise
For the balance units 760 paise (for all units)

HT-2(c)(ii) (for all areas)

PARTICULARS ‘ As Existing ‘ As Proposed
Demand Charges / KVA / Month of billing demand:
Per KVA | Rs265/- | Rs.660/-
Energy Charges per kWh:
For the first 1 lakh units 820 paise 790 paise
For the balance units 860 paise (for all units)

CESC has not proposed for modification to the existing ToD Tariff.

Commission’s Decision:
The Commission decides to infroduce a single slab by removing the existing two

slabs in the energy charges:

HT-2(c)(i) (Applicable for all areas)
PARTICULARS UETLi CIETERREE ] 571102
Commission
Fixed Charges / month / KVA of Billing Demand:
Per KVA | Rs.300/-
Energy Charges per kWh:
For entire consumption ‘ 750 paise
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HT-2(c)(ii) (Applicable for all areas)

PARTICULARS UETHL CIETEENEE ] L937 ine
Commission
Fixed Charges / month / KVA of Billing Demand:
Per KVA | Rs.350/-
Energy Charges per kWh:
For entire consumption ‘ 850 paise

Applicable to HT-1 (optional), HT-2(a), HT-2(b), HT-2(c)(i) & HT-2(c)(ii)

categories
ToD Tariff As approved by the Commission
From July to From December
Time of Day November to June)
(monsoon period)
06.00 Hrs to 10.00 Hrs 0 0
10.00 Hrs to 18.00 Hrs 0 0
18.00 Hrs to 22.00 hrs 0 (+)100 Paise
22.00 Hrs to 06.00 Hrs 0 (-)100 Paise

13. HT-3(a) Lift Irrigation Schemes:

CESC'’s Proposal:
The details of the existing and the proposed tariff under this category are given

in the Table below:

HT-3(a)(i): Applicable to LI Schemes under Government Departments /
Government owned Corporations

As Existing

Energy charge at 315 paise per unit subject to annual minimum of Rs.1900/- per
HP the sanctioned load.

HT-3(a)(ii): Applicable to all LI Schemes and Lift Irrigation Societies:
fed through Express / Urban feeders

PARTICULARS ‘ As Existing
Fixed Charges / HP / Month:
Per HP | Rs.110/-
Energy Charges per kWh:
For entire consumption ‘ 315 paise
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HT-3(a)(iii): Applicable to private LI schemes and Lift Irrigation Societies
other than those covered under HT-3(a)(ii) above
PARTICULARS ‘ As Existing
Fixed Charges / HP / Month:
Per HP | Rs.90/-
Energy Charges per kWh:
For entire consumption ‘ 315 paise

CESC has proposed for merger of HT-3(a) (i), HT-3(a)(ii) and HT-3(a) (iiij consumer

categories under one common category i.e., HT-3(a).

HT-3(a)(i): Applicable to LI Schemes under Government Departments /
Government owned Corporations

As Proposed

Energy charge at 375 paise per unit subject to annual minimum of Rs.3100/- per
HP the sanctioned load.

Proposed to merge HT-3(a(ii) & HT-3(a)(iii):
Lift Irrigation Schemes & Societies

PARTICULARS | As Proposed
Fixed Charges / HP / Month:
Per HP | Rs.425/-
Energy Charges per kWh:
For entire consumption ‘ 365 paise

HT-3(b): Irrigation & Agricultural Farms, Government Horticulture farms,
Private Horticulture Nurseries, Coffee, Tea, Coconut & Arecanut Plantations

As Existing As Proposed
Energy charge at 515 paise per unit Energy charge at 530 paise per unit
subject to annual minimum of subject to annual minimum of
Rs.1960/- per HP the sanctioned load. Rs.3160/- per HP the sanctioned load.

Commission’s Decision:

The Commission decides to merge HT-3(a) (i), HT-3(a)(ii) and HT-3(a)(iii) consumer
categories under one common category i.e., HT-3: “Lift Irrigation” and to
renumber the existing HT-3(b) category as HT-6 with revision of tariff, as detailed

below.

R —
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HT-3: Lift Irrigation (Applicable for all areas)

PARTICULARS G E[EIEvEE ] 97 (i
Commission

Fixed Charges / month / HP:

Per HP | Rs.150/-
Energy Charges per kWh:
For entire consumption ‘ 350 paise

HT-é: Irrigation & Agricultural Farms, Government Horticulture farms, Private
Horticulture Nurseries, Coffee, Tea, Coconut & Arecanut Plantations

PARTICULARS e gzz;‘;:sfozy e
Fixed Charges / month / HP:
Per HP | Rs.150/-
Energy Charges per kWh:
For entire consumption ‘ 550 paise

14. HT4- RESIDENTIAL APARTMENTS/ COLONIES:

CESC'’s Proposal:
The details of the existing and the proposed tariff under this category are given

in the Table below:

HT-4: Residential Apartments/ Colonies (Applicable for all areas)
PARTICULARS ‘ As Existing ‘ As Proposed
Demand Charges / KVA / Month of billing demand:
Per KVA | Rsd75/- | Rs515/-
Energy Charges per kWh:
For entire consumption ‘ 705 paise ‘ 710 paise

Commission’s Decision:

The Commission decides to revise the fixed and energy charges for the

categories, as below.

HT-4: Residential Apartiments/ Colonies (Applicable for all areas)

PARTICULARS UETLi GIETERREE L 57(102
Commiission

Fixed Charges / month / KVA of Billing Demand:

Per KVA | Rs.300/-
Energy Charges per kWh:

For entire consumption ‘ 725 paise
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6.7

15. HT-5: Temporary Power Supply

CESC'’s Proposail:

HT-5: Temporary Power Supply (Applicable for all areas)
PARTICULARS | AsExising |  AsProposed
Fixed Charges / month / HP:
For entire sanctioned load | Rs.325/- | Rs.665/-
Energy Charges per kWh:
For entire consumption | 1120 paise ‘ 1200 paise

The Commission decides to revise the fixed and energy charges for the

categories, as below.

HT-5: Temporary Power Supply (Applicable for all areas)
PARTICULARS Tariff ggﬁ:;fs?ozy the
Fixed Charges / month / HP:
For entire sanctioned load | Rs.400/-
Energy Charges per kWh:
For entire consumption ‘ 1150 paise

The Approved Tariff schedule for FY24 is enclosed in Annexure- V of this Order.
All other existing provisions / procedures / terms & conditions, which are not

amended in this Order, will continue to be in force until further orders.

Wheeling and Banking Charges:

CESC has proposed wheeling charges of 53.74 paise/unit and 125.39 paise/unit
respectively for HT network and LT network and the applicable losses at HT & LT

for wheeling purposes as 1.82% & 7.25% respectively.

Regarding the Orders of the Commission revising the wheeling charges &
banking facility, CESC has stated that the same has been set aside by Hon'ble
High Court & Hon'ble ATE respectively and that the ESCOMs have challenged
the same before High Court & Supreme court respectively. CESC has also

referred to the Prayas report in the sulbmissions.
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Regarding wheeling charges and Banking facility, CESC has submitted the

following:

a. Impose minimum percentage of consumption to be consumed by OA
consumers from ESCOMs.

b. Quantum of generation by CPP’s should be based on the requirements
rather than generation based on market rates and additional generation
above its usage may be allowed to be wheeled to non-captive consumers.

c. CESC proposes to implement the proposed KERC (terms and conditions for

GEOA) Regulations, 2022 to the existing RE Generators under open access.

As far as wheeling charges and banking facility for RE sources is concerned, the
Commission notes that the 2018 order in the matter of banking is pending before
the Hon'ble Supreme court of India and the 2018 order on wheeling charges is

pending before the Hon'ble High Court of Karnataka.

The Commission in the meanwhile had issued a discussion paper on wheeling
charges and banking facility and considering the stakeholder's comments
directed KPTCL/ ESCOMs to conduct a study in the matter. The study on Wheeling
charges & Banking facility entfrusted to Prayas, Pune by PCKL is completed and
a public hearing on the above report was held by the Commission on 08.09.2022.

The Commission would take appropriate action in the matter.

Further, the Central Government has noftified the Electricity (Promoting
Renewable Energy Through Green Energy Open Access) Rules, 2022, which has
become effective from 06.06.2022 and as envisaged under Rule-5, this
Commission has noftified the GEOA Regulations, which has come into effect from
19.01.2023. Regulation 11(1) of GEOA regulations specify that OA charges will be
determined by the Commission considering the methodology specified by FoR
under GEOA Rules. The FoR has finalised the methodology. In order to adopt the
above methodology, certain amendments to MYT Regulations is necessitated
and also it would take some time for the ESCOMSs to collect the data necessary
to compute various charges as per the FOR methodology. In the circumstances,
the Commission has decided to continue the Transmission/Wheeling charges as

per the methodology adopted in earlier orders, which shall be applicable to RE
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sources coming under GEOA Regulations also. In this regard the Commission vide
letter dated 06.04.2023, regarding the OA charges under GEOA has

communicated as follows:

‘... Regulation 11(i) of KERC (Terms and Conditions for GEOA)
Regulations, 2022 specify that the Open Access Charges shall be
determined by the Commission considering the methodology
specified by FoR. However, till the time the Commission adopts
and determines the charges in accordance with the
methodology specified by FoR, the KPTCL / SLDC / ESCOMs are
directed to collect the following:

I. The Transmission charges, wheeling charges, additional

surcharge and Cross-subsidy surcharge in  full as
determined by the Commission in its Tariff Orders issued
from time fo time.
Note: Additional surcharge shall not be applicable, if full
fixed charges of the licensee are being recovered through
retail supply tariff and such full fixed charges are paid by
the Open Access consumers.

ii. Standby charges as per the Rules specified by the MoP;

iif. Banking charges as specified by FoR (8% of banked
energy);

iv. Any other charges as determined by the Commission from

time to time;

Other applicable charges are listed below:

a. Additional surcharge as determined by the Commission in its
Tariff Order issued from fime to time.

b. Monthly fransaction charges of Rs. 3000 (Rupees Three
Thousand only) for maintaining the transaction details,

c. Meter reading charges of Rs. 1000 (Rupees One Thousand
only) per month, in case AMR meters having remote meter
reading facilities are not functional,

d. Load despatch Centre fees and charges as determined by

the Commission from time to time,
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6.7.1

e. Scheduling and system operation charges as determined by
the Commission from time to time,

f. Applicable Parallel operation charges as determined by the
Commission from time to time,

g. Reactive power charges as determined by the Commission
from time fo time,

h. Deviation settlement charges as specified under the
Regulations as amended from time to time,

i. Other charges as specified under the various KERC

Regulations, if any.’

Regarding imposition of minimum percentage of consumption from ESCOMs, the
same cannot be imposed as consumer have choice to procure power from any

source under open access.

Regarding the selling of excess energy beyond self-consumption by CPPs, the
same is allowed under the provisions of open access envisaged in the Electricity
Act, 2003.

Regarding the proposal of CESC to impose GEOA Regulations to the existing RE
generators, the Commission is of the view that the Regulations are generally

prospective in nature and cannot be imposed on concluded contracts.

The approach of the Commission regarding wheeling & banking charges is

discussed in the following paragraphs:

The Commission has considered the approved ARR pertaining to distribution
wires business and has proceeded determining the wheeling charges as detailed

in the following paragraphs:

Wheeling within CESC Area:

The allocation of the distribution network costs to HT and LT networks for
determining wheeling charges is done in the ratio of 30:70, as was being done
earlier. Based on the approved ARR for distribution business, the wheeling

charges to each voltage level is worked out as indicated in the following Table:
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In addition to the above, the following technical losses are applicable:

Wheeling Charges

Distribution ARR-Rs. Crs 1005.00
Sales-MU 7159.35
Wheeling charges- paise/unit 140.38
Paise/unit
HT-network 42.11
LT-network 98.26

Loss allocation % loss
HT 1.81
LT 7.08

Note: Total loss is allocated to HT, LT &
Commercial loss based on energy flow
diagram furnished by CESC.

The actual wheeling charges payable (after rounding off) will depend upon the

point of injection & point of drawal as under:

paise/unit
Injection point  » HT LT
Drawal point 1
HT ¥ 42(1.81) 140(8.89)
LT 140(8.89) 98(7.08)

Note: Figures in brackets are applicable loss

The wheeling charges as determined above are applicable to all the open

access / wheeling transactions for using the CESC network only.

6.7.2 Wheeling of Energy using Transmission Network or Network of more than One
Licensee
6.7.3 In case the wheeling of involves usage of Transmission network or network of

more than one licensee, the charges shall be as indicated below:

If only fransmission network is used, fransmission charges including losses
determined by the Commission shall be payable to the Transmission

Licensee.

i. If the Transmission network and the ESCOMSs’ network is used, Transmission
Charges shall be payable to the Transmission Licensee, in addition to

tfransmission losses. Wheeling Charges of the ESCOM where the power is
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drawn shall be shared equally among the ESCOMs whose networks are

used.

lllustration 1:

If a fransaction involves tfransmission network & CESC's network and 100
units is injected, then at the drawal point the consumer is entitled for 88.60
units, after accounting for Transmission loss of 2.764% & CESC's technical loss
of 8.89%.

The Transmission charge in cash as determined in the Transmission Tariff
Order shall be payable to KPTCL & Wheeling Charge of 140 paise per unit
shall be payable to CESC. In case more than one ESCOM is involved, the
above 140 paise shall be shared by all the ESCOMs involved.

ii. IfESCOMSs’ network only is used, the Wheeling Charges of the ESCOM where
the power is drawn is payable and shall be shared equally among the

ESCOMs whose networks are used.

lllustration 2:

If a fransaction involves injection to BESCOM's network & drawal at CESC'’s
network, and 100 units is injected, then at the drawal point the consumer is

entitled for 91.11units, after accounting CESC's technical loss of 8.89%.

The Wheeling charge of 140 paise per unit applicable to CESC shall be
equally shared between CESC & BESCOM.

As the actual normal network charges depend upon the point of injection and
point of drawal, the following broad guidelines may be followed by the licensees,

while working out the charges:

Injection point >

Drawal point *

KPTCL Network

BESCOM Network

MESCOM
Network

CESC Network

HESCOM
Network

GESCOM
Network

KPTCL Network

Transmission charges &
Losses as per KPTCL's

Order

Transmission
charges & Losses
as per KPICL's
Order

and

ESCOM'’s
wheeling charges

Transmission
charges & Losses
as per KPICL's
Order

and

ESCOM's
wheeling

Transmission
charges & Losses
as per KPTICL's
Order

and

ESCOM's
wheeling

Transmission
charges & Losses
as per KPTCL's
Order

and

ESCOM'’s
wheeling

Transmission
charges & Losses
as per KPTCL's
Order

and

ESCOM’s
wheeling
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illustration-1  of
Tariff Order for
the ESCOM
where power is
drawn

illustration-1  of
Tariff Order for
the ESCOM
where power is
drawn
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Injection point . KPTCL Network BESCOM Network MESCOM CESC Network HESCOM GESCOM
Network Network Network
Drawal point *
& Technical losses charges & charges & charges & charges &
as per illustration- | Technical losses | Technical losses | Technical losses | Technical losses
1 of Tariff Order for | as per | as per | as per | as per

illustration-1  of
Tariff Order for
the ESCOM
where power is
drawn

BESCOM Network | Transmission charges & | BESCOM's BESCOM'’s BESCOM'’s BESCOM's BESCOM's
Losses as per KPTCL's network charges network charges network charges network charges network charges
Order and technical | and technical | and technical | and technical | and technical

losses as per | losses as per | losses as per | losses as per | losses as per
and BESCOM'’s tariff | illustration-2  of | illustration-2  of | illustration-2  of | illustration-2  of

s . order under the | BESCOM's tariff | BESCOM's tariff | BESCOM's tariff | BESCOM's tariff

BESCOM's  wheeling | poqqing order order order order
charges & Technical ‘wheeling  within
losses as per illustration- BESCOM ared’
1 of BESCOM's Tariff which again
Order depends on point

of injection or

drawal

MESCOM Network | Transmission charges & | MESCOM's MESCOM's MESCOM's MESCOM'’s MESCOM's
Losses as per KPTCL's | network charges | network charges | network charges | network charges | network charges
Order and technical | and technical | and technical | and technical | and technical

losses as per | losses as per losses as per | losses as per | losses as per
and illustration-2 of | MESCOM’s tariff | illustration-2 of | illustration-2  of | illustration-2  of
s . MESCOM's  tariff | order under the | MESCOM’s tariff | MESCOM's tariff | MESCOM's tariff
MESCOM's whee!mg order heading order order order
charges & Technical ‘wheeling within
Iossescsperillushaiior]- MESCOM  area’
1 of MESCOM's Tariff which again
Order depends on
point of injection
or drawal
CESC Network | Transmission charges & | CESC's network | CESC's network | CESC's network | CESC's network | CESC's network
Losses as per KPTCL's charges and charges and charges and charges and charges and
Order and CESC's | technical losses | technical losses | technical losses | technical losses | technical losses
wheeling charges & | as per illustration- | as per | as per CESC's | 4 per | as per
Technical losses as per | 2 of CESC’s tariff | illustration-2 of | tariff order under | . " . .
illustration-1 of CESC's | order CESC's  fariff | the  heading | Musrafion-2 of | illustrafion-2 ~ of
Tariff Order order ‘wheeling within CESC's tariff | CESC's tariff
CESC areq’ order order
which again
depends on
point of injection
or drawal

HESCOM Network | Transmission charges & | HESCOM's HESCOM's HESCOM's HESCOM's HESCOM's
Losses as per KPTCL's | network charges | network charges | network charges | network charges | network charges
Order and technical | and technical | and technical | and technical | and technical

losses as per | losses as per | losses as per | losses as per | losses as per
and illustration-2 of | illustration-2  of | illusiration-2  of HESCOM’s tariff | illusiration-2  of
, . HESCOM’s  tariff | HESCOM's tariff | HESCOM's tariff | order under the | HESCOM's tariff
HESCOM's  wheeling | ;o order order heading order
charges & .Techn.|cal ‘wheeling within
losses as per illustration- HESCOM  area’
1 of HESCOM's Tariff which again
Order depends on
point of injection
or drawal

GESCOM Network | Transmission charges & | GESCOM's GESCOM'’s GESCOM’s GESCOM’s GESCOM'’s
losses as per KPTCL's | network charges | network charges | network charges | network charges | network charges
Order and  technical | and technical | and technical | and technical | and  technical
and losses s per | osses as  per | losses as per | losses as per | losses as  per

'"‘é"’“";’,"z . ?f: illustration-2  of | illusration-2  of | illustration-2  of | GESCOM's k::“
GESCOM's  wheeling | oot ' | GESCOM's fariff | GESCOM's fariff | GESCOM's farif :’e‘:led'in‘;"de' e
charges & Technical order order order

losses as per illustration-
1 of GESCOM's Tariff

Order

‘wheeling within
GESCOM  ared’

which again
depends on
point of injection

or drawal
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6.7.4

6.7.5

6.7.6

6.8

Charges for Wheeling of Energy by RE Sources (Non-REC & REC Route) to the
Consumers in the State

The charges shall be as specified under GEOA Regulations for projects coming
under the purview of GEOA Regulations. For other projects the charges for

wheeling shall be as per the orders issued by the Commission from time to time.

Charges for Wheeling Energy by RE Sources, Wheeling Energy from the State to
the Consumers/Others outside the State

In case the renewable energy is wheeled from the State to a consumer or others
outside the State, the normal wheeling charges as determined in para 6.7.1 and
6.7.3 of this Order shall be applicable.

Banking Charges for RE sources:

The charges shall be as specified under GEOA Regulations for projects coming
under the purview of GEOA Regulations. For other projects Banking Charges as
determined in the separate Orders issued by the Commission from fime to time,

shall be applicable.

Cross Subsidy Surcharge [CSS]:

CESC has stated that it has worked out the CSS as per the formula specified in

Tariff Policy, 2016 and has proposed the following CSS: Paise/unit
V:L'tl"eﬁ’e HT-1 | HT-2a | HT-2b | HT-2c (i) | HT-2c (ii) | HT-3-a | HT-3B | HT-4 | HI-5
66kV &

57.28 | 167.33 | 218.09 | 193.99 216.07 - 144,00 | 202.80 | 327.134
above
HT-11kV
£33 KV 63.77 | 21809 | 193.99 216.07 - -52.90 | 202.80 | 327.34

Commission’s Observations:

If CSS is negative, it shall be made zero. CESC shall also furnish working details for

arriving at cost of supply at 6é6kv & above and HT level.
CESC Reply:

CESC inits reply has furnished the following:
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The Cross Subsidy Surcharge calculated as per Tariff Policy 2016 duly

incorporating Hon'ble Commissions observation is as given below;

Paise/unit
Voltage
level HT-1 HT-2a HT-2b HT- 2c (i) HT- 2c (ii) HT- 3-a HT-3B HT-4 HT-5
66kV &
above 57.28 167.33 218.09 193.99 216.07 0.00 144,00 | 202.80 | 327.134
HT-11kV
833 kV 0.00 63.77 218.09 193.99 216.07 0.00 0.00 202.80 327.34

The cost of supply for FY-24 is worked out as 574 paise per unit for 66 kV & above

and 773 paise per unit for HT level. The working detail for arriving at cost of supply

at 66kV & above and HT level is as follows;

a | Power Purchase Cost (Rs. in Crores) 3806.75
b | Transmission charges (Rs in Crores) 796.45
c | Cost of Distribution, Wire Business (Rs in Crores) 1284.02
d | Cost of Retail supply Business (Rs in Crores) 735.26
e | Total Cost (Rsin Crores) 6622.48
f | Sales at 66 kV level & above (in MU) 973.82
g | Loss at 66 kV level & above (in MU) 227 91
h | Energy usage at 66 kV level & above (in MU) 1201.73
i | Energy transferred at 66 kV level & above (in MU) 7043.95
j | Energy at IF point (in MU) 8017.77
k | Energy transferred at HT level (in MU) 6172.69
I | Energy at HT level (in MU) 6895.63
Cost of supply for 66kV & above
m | Power Purchase (in Rs per unit) (a/j*10) 4.75
n | Transmission charges (in Rs per unit) (b/j*10) 0.99
o | Total (in Rs per unit) (m+n) 5.74
Cost of supply for HT level
p | Power Purchase (in Rs per unit) ((a-(f*m/10)/1)*10) 4.85
q | Transmission charges (in Rs per unit) ((b-(n*f)/10)/1*10) 1.01
r | Distribution wire business charges (in Rs per unit) (¢/1*10) 1.86
s | Total (in Rs per unit) (p+q+r) 7.73

While, the Commission notes the reply furnished by the CESC, the determination

of cross subsidy surcharge by the Commission is discussed in the following

paragraphs: -

$=T-[C/(1-L/100) + D + R]
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Where
Sis the Surcharge

Tis the tariff Payable by the relevant category of consumers, including reflecting the

Renewable Purchase Obligation

C is the per unit weighted average cost of power purchase by the Licensee,

including meeting the Renewable Purchase Obligation

D is the aggregate of fransmission, distribution and wheeling charge applicable to

the relevant voltage level

L is the aggregate of transmission, distribution and commercial losses, expressed as

a percentage applicable to the relevant voltage level
R is the per unit cost of carrying regulatory assefts.

As there is no regulatory asset in FY24, the cost of carrying the regulatory asset is

considered as zero.

Based on the methodology specified in its MYT and OA Regulations, and adopting

the formula stated supra, the category wise cross subsidy surcharge will be as

indicated in the following Table:

a.  EHT & HT categories

Paise/unit
State
Average State Cross
Cost of Average subsid Cross
Category supply @ Cost of h Y bsid 2  tariff
Tariff 66 kV and | supply at@ surcharge | subsidy Nl
Tariff paise/unit above HT level** 2GR surf: hargt'a eyl 2y
category ‘T (Avg. level* paise/unit @ 6;’ e p@ql-llsTeI/ Um: re:evqnt
of paise/unit | C/(1- above evel | category-
ESCOMs) | C/(1- L/100)+D+ level as as per paise/unit
L/100) +D+ | R] per formula
R] formula
1 2 3 4 5 6 7
(2-3) (2-4) 20% of (2)
HT-1
Water 699 629.30 685.60 69.70 13.40 139.80
Supply
HT-2a 1005 629.30 685.60 395.70 339.40 205.00
Industries
?:T(;i'?merciol 1399 629.30 685.60 769.70 713.40 279.80
HT-2 (C) (i) 930 629.30 685.60 300.70 | 244.40 186.00
HT-2 (C) (i) 1146 629.30 685.60 516.70 | 460.40 229.20
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State
Average State Cross
Cost of Average subsid Cross
Category supply @ Cost of h Y bsid 20% of tariff
Tariff | 66 kVand | supply at@ | SUreharge | subsidy GOCHLETL
Tariff paise/unit above HT level** pels ot surf: harg.e eVl o
category ‘T (Avg. level* paise/unit @ 6; KIS %a;lsTel/ Umlt re:evanf
of paise/unit | C/(1- above evel | category-
ESCOMs) | C/(1- L/100)+D+ level as as per paise/unit
L/100) +D+ | R] per formula
R] formula
HT3 Lift 544 629.30 685.60 -85.30 | -141.60 108.80
Irrigation
HT6 629.30 685.60
Irigation & 549 -80.30 -136.60 109.80
Agricultural
Farms
HT-4 629.30 685.60
Residential 953 323.70 267.40 190.60
Apartments
THeTrSnporory 1657 629.30 685.60 1027.70 971.40 331.40

* Includes weighted average power purchase costs of 526.51 paise/unit,
transmission charges of 87.49 paise/unit and transmission losses of 2.82%

including commercial losses at EHT.

** Includes weighted average power purchase costs of 526.51 Paise per unit,
fransmission charges of 87.49 Paise per unit and transmission losses of 2.82%
including commercial losses at EHT, HT distribution network / wheeling charges
of 37.52 Paise/unit and HT distribution losses of 3.35% including commercial

losses at HT.

Note: The carrying cost of regulatory asset of transmission licensee for the current

year is zero.

b. LT Categories

Paise/unit
State
Average
Category Cost of Cro's S 2:)%.; i
Tariff supply @ subsidy ari
paise/unit | LT level* CUECIEE | e
Tariff category - . .. | paise/unit by
T (Avg. | paise/unit | | I t
of c/(1- @ LT leve relevan
ESCOMs) | L/100)+D+ | OSPer | category-
R] formula paise/unit
1 2 3 4 S
LT-1 subsidised 892 815.59 76.41 178.40
LT-1 Non-subsidised 638 815.59 -177.59 127.60
LT2a Domestic 947 815.59 131.41 189.40
LT2b Pvt. Institutions 1100 815.59 284.41 220.00
LT3 Commercial 1199 815.59 383.41 239.80
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State
Average
Category | Cost of Cro;s 20%. of
Tariff supply @ subsidy tariff
paise/unit | ITlevel* | SUrcharge | payable
ETLiT SIS paise/unit by

T (Avg. palse/unit @ LT level relevant

of c/(1- ;
ESCOMs) | L/100)+D+ | S Per | category-
R] formula paise/unit
LT-4a 647 815.59 -168.59 129.40
LT4b IP>10HP 899 815.59 83.41 179.80
LT4c Pvt. Nurseries 1054 815.59 238.41 210.80
LT5 Industrial 1137 815.59 321.41 227.40
LT6 Water Supply 748 815.59 -67.59 149.60
LTé Public lighting 840 815.59 24.41 168.00
LT-6 EV charging 458 815.59 -357.59 91.60
LT7 Temporary 2552 81559 | 1736.41 | 510.40
Supply

* Includes weighted average power purchase costs of 526.51 Paise per unit,
transmission charges of 87.49 Paise per unit and transmission losses of 2.82%
including commercial losses at EHT, HT distribution network / wheeling charges
of 37.52 Paise/unit, HT distribution losses of 3.35% including commercial losses at
HT and LT distribution network / wheeling charges of 87.54 Paise/unit, LT
distribution losses of 7.04% including commercial losses at LT

Note: The carrying cost of regulatory asset of transmission licensee for the current

year is zero

As per the Tariff Policy 2016, while limiting the CSS so as not to exceed 20% of the
tariff applicable to relevant category, the CSS (after rounding off to nearest

paise) is determined as per the following table:

a. EHT & HT categories

Paise/unit
Particulars 66 kV & HT level-11
above kV/33kV

HT-1 Water Supply 70 13
HT-2a 205 205
HT-2b Commercial 280 280
HT-2 (C)(i) 186 186
HT-2 (C) {ii) 229 229
HT3 0 0
HT6 0 0
Irigation & Agricultural Farms
HT-4 Residential Apartments 191 191
HT5 Temporary 331 331

Note: wherever CSS is one paise or less, it is made zero
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6.9

b. LT categories

Paise/unit
Particulars LT level

LT1 SUBSIDISED 76
LT1T NON-SUBSIDISED 0

LT2a 131
LT2b 220
LT3 240
LT4a 0

LT4b 83
LT4c 211
LT5 227
LT-6 WS 0

LT-6SL 24
LT-6 EV charging 0

LT7 510

Note: wherever CSS is one paise or less, it is made zero

The cross-subsidy surcharge determined in this order shall be applicable to all
open access/wheeling transactions in the area coming under BESCOM.
However, the above CSS shall not be applicable to captive generating plant for
carrying electricity to the destination of its own use and for those renewable
energy generators who have been exempted from CSS by the specific Orders of

the Commission.

The Commission directs the Licensees to account the transactions under open
access separately. Further, the Commission directs the Licensees to carry forward
the amount realized under Open Access/wheeling to the next ERC, as it is an

additional income to the Licensees.

The detailed calculation sheet of CSS is enclosed as Annexure-4.

Additional Surcharge (ASC):

CESC has worked out Additional surcharge of Rs.1.66/unit and has requested the
Commission to continue levy of ASC for OA consumers procuring power from

power exchanges and RE generators.

As regards to additional surcharge, the Commission notes that, in Appeal
N0.260/2018 and 43/2021, the Hon'ble ATE in its order dated, 15.09.2022, as

directed the Commission to bear in mind the submissions made by the
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Appellants, as and when the Commission sets about to pass an order in the

matter and also to keep in mind the guidance on the subject provided not only

by the NTP but also the Regulations framed by the Commission, wherein the

muster prescribed is “conclusive demonstration on existence of factors justifying

such levy”. The said order is available on the ATE's Website. Keeping in view the

observations of the Hon’ble ATE, CESC shall conclusively demonstrate and furnish

the details of stranded costs involved to justify the claim of additional surcharge.

In the absence of full details of the stranded costs to justify the Additional

Surcharge, it would not be possible for the Commission to determine the

Additional surcharge, so as to comply with the Orders of the Hon’ble ATE.

The relevant extract of the orders of Hon’ble ATE is as follows:

7.
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“It is the contention of the appellants that most basic data that is
essential to be gathered examining whether or not there is any
stranded capacity on account of the drawal of power by the open
access customers from other sources comprises the information as
fo the extent to which the licensees were compelled to back down
any long term power source during the time blocks when there was
open access concession, the distribution licensees were constrained
fo procure power on short term basis, and the distribution licensee
had to take resort to power cuts or regulate the power supply in the
State this being indicative of insufficient availability of power to meet

the actual demand.

In the submissions of the appellants, in order to examine and
compute the claim of stranded capacity and computation of
additional surcharge, information as to open access consumption,
unscheduled capacity short term power purchase and power cuts
imposed, if any, on time block basis is sine qua non. The submission
is that since such exercise was not undertaken by the Commission, it
cannot be said that the distribution licensees had conclusively
demonstrated their case for approval of the rate proposed for

determination of the additional surcharge.”
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CESC's reply:

CESC has computed the additional surcharge as per the KERC Tariff Order 2019
dated: 30.05.2019. The additional surcharge proposed by CESC for FY-24 is
Rs.1.66/unit. Karnataka being Renewable Energy Rich State, the concept of

concession to RE sources in additional surcharge may be revised.

The Hon'ble Supreme Court has in the matter of SESA Sterlite vs OERC, reported
in (2014) 8 SCC 444 categorically held that Section 42(4) of the Electricity Act,
2003 permits the collection of additional surcharge from open access consumers
of distribution licensees. In addition, Clause 8.5.4 of the National Tariff Policy, 2016
and Regulation 11 of the KERC (Terms and Conditions for Open Access)
Regulations, 2004 also categorically permit the levy and collection of the same.
Therefore, it is settled law that a distribution licensee can levy additional
surcharge, if its existing power purchase commitments are stranded and it is
incurring additional fixed charges due to consumers opfing to buy power

through open access.

The statements of open access and backed down energy for FY-22 is analyzed.
It also considers the capacity charge paid for the relevant year. These elements

considered are based on actuals and not based on any assumptions.

The following factual aspects demonstrates the fact that the State of Karnataka
was in surplus scenario and in view of the open access volumes, back down
instructions had to be issued, resulting in excess capacity charges being paid.
Furnishing Thermal Statfion wise details, it is submitted that backed down energy

is as indicated below:

Details of Backed down energy for FY-22

| Surplus power backed

Nc;. Source down/ reserve shut down
(in MU)

1 UPCL 6287.21
2 |RTPS1to8 4849.63
3 |BIPS1to3 4048.83
4 | CGS 8944.04
5 |[YIPS1102 1825.73
Total 25955.44
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The Open Access quantum and Capacity for April-21 to Mar-22 is as follows:

SI. No Month Open Access (in MU) Cc?pﬁ:ec?t??iﬁel\;;ﬂ
1 Apr-21 25.03 34.76
2 May-21 28.59 38.43
3 Jun-21 32.53 45.18
4 Jul-21 23.16 31.13
5 Aug-21 15.98 21.48
6 Sep-21 15.94 22.13
7 Oct-21 1.25 1.68
8 Nov-21 13.84 19.22
2 Dec-21 15.01 20.17
10 Jan-22 13.75 18.48
11 Feb-22 12.01 17.87
12 Mar-22 5.34 7.18

Total 202.43 23.14 (Average)

Further, CESC has paid a sum of Rs.183.747 Crores towards fixed cost without

taking power from thermal stations for the period April 2021 to March 2022.

Commission’s views and decision:

The Commission keeping in view the orders of the Hon'ble ATE, vide its letter
dated 19.01.2023 and 09.02.2023, had directed the PCKL to furnish month-wise

consolidated data of standard capacity based on 15-minutes’ fime-block data

and the open access capacity for the month along with the average month-
wise fixed cost / MW. Accordingly, the PCKL submitted the data vide its letfter
dated 16.03.2023. The consolidated data furnished by PCKL is as follows:

Capacity ng:;ry?:éﬁzsing Average fixed
Month stranded wheeling for the cost for the

MW month (MW) month Rs/MW
Apr-21 2333 649 1151932
May-21 2957 666 1173102
Jun-21 2092 818 1111461
Jul-21 2111 868 1120003
Aug-21 3149 835 1058383
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Sep-21 4280 851 976678
Oct-21 2590 798 1021783
Nov-21 3043 780 1215063
Dec-21 2042 753 979290
Jan-22 1197 758 1183060
Feb-22 2997 996 969827
Mar-22 2555 970 1060280
TOTAL 2612 812 1085072

The Commission notes that while arriving at the above data PCKL has considered

total backed down data based on 15-minutes’ time-block-wise MW-data. Also

the month-wise open access energy is considered to arrive at the month-wise

open access capacity in MW. The Commission has relied upon the above data

furnished by PCKL to arrive at the additional surcharge.

The Commission has compared the stranded capacity with the open access

capacity and has considered lower of the stranded capacity and open access

capacity to arrive at the stranded cost atfributable to the open access

transactions. Accordingly, the Commission has worked out the Additional

surcharge as follows:

Stranded
Month Capacity o2 Ac.c ess Capacity Average fixed Str:r};l etd :1051
stranded MW < apaglty attributed to cost for the atiribuiedio
including OA
o OA month Rs/MW .
wheeling for the ransactions- transactions -
1 2 month (MW) (MW) 5 Rs. 6=(5x4)
3
4
Apr-21 2333 649 649 1151932 747603868
May-21 2957 666 666 1173102 781285932
Jun-21 2092 818 818 1111461 9209175098
Jul-21 2111 868 868 1120003 972162604
Aug-21 3149 835 835 1058383 883749805
Sep-21 4280 851 851 976678 831152978
Oct-21 2590 798 798 1021783 815382834
Nov-21 3043 780 780 1215063 947749140
Dec-21 2042 753 753 979290 737405370
Jan-22 1197 758 758 1183060 896759480
Feb-22 2997 996 996 969827 965947692
Mar-22 2555 970 970 1060280 1028471600
TOTAL 2612 812 812 1085072 | 10516844401
OA/
Wheeling
Cons. In MU
as per PCKL 7102.33
Addl.
Surcharge 1.48
(Rs. / unit)
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Accordingly, the Commission determines the ASC for FY24 of Rs. 1.48 /Unit which

shall be applicable to all open access fransactions other than for captive use.

6.10 Other Issues:

i) Tariff for Green Power:

In order to encourage generation and use of green power in the State, the
Commission decides to continue the existing Green Tariff of 50 paise per unit as
the additional tariff over and above the normal tariff to be paid by HT-consumers,
who opt for supply of green power from out of the renewable energy procured
by distribution utilities over and above their Renewable Purchase Obligation
(RPO). The Commission directs ESCOMs to give wide publicity about the
availability of RE power through newspapers/ media/ interaction meeting with

the industrial consumers.

ii) Withdrawal of Rebate for use of Solar Water Heater:

The Distribution Licensees have requested the Commission to discontinue the
Solar water heater rebate to the consumers. During the public hearing, some of
the consumers have requested the Commission to withdraw the solar rebate
extended for the installation of soar water heater. Some of the consumers have
requested o increase the Rebate on Solar water heaters. The Commission, by
considering mandatory installation of Solar heaters as per Government of
Karnataka order, financial impact on ESCOMs and the availability of surplus
power due to the commissioning of RE power projects in the State as made out
in pre paras, decides to withdraw the existing rebate for use of solar water heaters
under tariff schedule LT2(a).

iii) Prompt payment incentive:

The Commission has approved incentive for bill payment at the rate of 0.25% of

bill in respect of:

(i) monthly bill exceeding Rs.1,00,000 (Rs.one lakh), where payment is made 10
days in advance of due date and
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(i) ad