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Before
UTTAR PRADESH ELECTRICITY REGULATORY COMMISSION

Petition No.: 984/2014

IN THE MATTER OF:

Approval of Aggregate Revenue Requirement (ARR) and Determination of Tariff for FY
2015-16 and True-up of ARR for FY 2013-14.

And

IN THE MATTER OF:

Noida Power Company Limited, Greater Noida.

ORDER

The Commission having deliberated upon the above petition and also the subsequent
filings by the Petitioner thereafter, and having considered the views / comments /
suggestions / objections / representations received during the course of the above
proceedings and also in the public hearing held, in exercise of power vested under
Sections 61, 62, 64 and 86 of the Electricity Act 2003, hereby pass this Order signed,
dated and issued on June 18, 2015. The Licensee, in accordance with Section 139 of the
Uttar Pradesh Electricity Regulatory Commission (Conduct of Business) Regulations,
2004, shall publish the approved tariffs and regulatory surcharge within three days from
the date of this Order. The tariffs so published shall become the notified tariffs and shall
come into force after seven days from the date of such publication of the tariffs, and
unless amended or revoked, shall continue to be in force till issuance of the next Tariff
Order. Regulatory Surcharge shall be applicable as detailed in this Order.
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1. BACKGROUND AND BRIEF HISTORY

11 BACKGROUND:

1.1.1 M/s Noida Power Company Limited (NPCL) was granted a supply license on
30th August, 1993 by the State Government under Section 3(1) of the Indian
Electricity Act, 1910, which authorized it to supply electricity in the licensed
area.

1.1.2 NPCL started its operations in December, 1993 under a 30-year license from
U.P. Government.

1.2 DISTRIBUTION TARIFF REGULATIONS:

1.2.1 The Uttar Pradesh Electricity Regulatory Commission (Terms and Conditions for
Determination of Distribution Tariff) Regulations, 2006 (herein after referred to
as the “Distribution Tariff Regulations, 2006”) were notified by the Commission
on 6th October, 2006.

1.2.2 These Regulations are applicable for the purposes of ARR filing and Tariff
determination to all the Distribution Licensees within the State of Uttar
Pradesh.

1.2.3 Further, the Commission has notified Uttar Pradesh Electricity Regulatory
Commission (Multi Year Distribution Tariff) Regulations, 2014 on 12th May,
2014. Embarking upon the MYT framework, the Commission has divided the
period of five years (i.e. 1st April 2015 to 31st March 2020) into two periods
namely —

a. Transition period (1st April 2015 to 31st March 2017)
b. Control period (1st April 2017 to 31st March 2020)

The transition period being of two years and the first control period being of
three years, the Commission shall continue with the existing Annual Tariff
Framework for determination of ARR / Tariff of the Distribution Licensee (i.e. as
per Uttar Pradesh Electricity Regulatory Commission (Terms and Conditions for
Determination of Distribution Tariff) Regulations, 2006) during the transition
period.
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1.3 FILING OF ARR / TARIFF PETITION:

13.1 NPCL has filed the ARR and Tariff petition in line with the provisions of the
Distribution Tariff Regulations, 2006 and the same is being processed by the
Commission accordingly.

1.4 ISSUES / CONCERNS OF THE COMMISSION:

1.4.1 Certain issues / concerns arising out of the statutory provisions of the Electricity
Act, 2003 which have been deliberated upon by the Commission in detail in this
Tariff Order, are listed below:

e Demand-Supply Gap / Current Shortage of Power
e Availability of Long Term Power

1.4.2 DEMAND-SUPPLY GAP / CURRENT SHORTAGE OF POWER

1.4.3 Petitioner in Format P10 of its Petition has provided the details of peak demand
for FY 2013-14 (Actual), FY 2014-15 (Estimated) and FY 2015-16 (Projected).
Based on the information available in Petition, the Commission has computed
demand-supply gap for NPCL as shown in the Table below:

Table 1:: DEMAND SUPPLY GAP OF NPCL (MW)
Particulars FY 2013-14 FY 2014-15 FY 2015-16
Peak Demand - Restricted 195 256 290
Peak Demand - Unrestricted 228 272 305
Peak Demand Met 195 256 290
Shortfall Unrestricted 33 16 15

1.4.4 As per the Petitioner, the major deterrent is that NPCL has not been able to
reduce the power deficit is non-availability of adequate transmission capacity.
In this regard, NPCL should take appropriate measures and coordinate with
UPPTCL so as to overcome such deterrent. The matter related to the open
access has been pending before the Commission.

1.4.5 AVAILABILITY OF LONG TERM POWER
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1.4.6

1.4.7

1.4.8

1.4.9

With such a huge and ever growing demand in the area, NPCL is still procuring
the entire power only from the short-term sources. Presently as the short term
power rates are low, the consumers are being benefited by sourcing the power
from short term sources. However, such situation would not last forever and
NPCL in such cases may have to buy the costlier power to serve its consumers.
Having a long term power sources ensures that the availability of power at the
optimum rates for its consumers for future. The same will also benefit the
Petitioner to optimally plan all its resources. The Commission notes that the
Petitioner in past has tried to tie up with the long term power sources.

In one of the occasion, it entered into a Long-term power purchase agreement
(LTPPA) for supply of 240 MW power with Essar Power (Jharkhand) Limited
(EPJL) for 25 years at a levelised tariff of Rs. 4.0868 per unit. The power supply
under the aforesaid PPA was scheduled to be commenced from 30" April 2014.
However, EPJL through its various letters expressed its inability to commence
power from scheduled date. NPCL, having no recourse, terminated the LTPPA
which was, subsequently, challenged by EPJL before the Commission. The
Commission, considering the assurance of EPJL to supply power at same tariff
and terms & conditions from their another project viz. Essar Power (Mahan)
Limited, directed the parties, vide its Order dated 30 May 2014, to restore the
bank guarantees and reinstate the PPA to explore the alternative. However,
EPJL again through various letters expressed its inability to continue with PPA
which was brought into the knowledge of the Commission by way of an
Application dated 16™ July, 2014 filed in Petition No. 903 of 2013 by the
Company.

The Commission vide its order dated 1st September 2014 directed EPIJL to
extend PBG, expiring on 30th August 2014, by 3 months initially and then by
another six month and directed NPCL to tie-up through Long term sources
within in these six months.

The matter is pending before the Commission. NPCL is directed to take the
necessary action in this regard as directed by the Commission from time to
time.
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2.
2.1

2.11

2.1.2

2.2

221

2.2.2

2.23

2.3

23.1

2.3.2

PROCEDURAL HISTORY

ARR / TARIFF PETITION FILING BY NPCL:

The provision under the Distribution Tariff Regulations, 2006 requires the
Licensee to submit their ARR / Tariff petitions latest by 30" November each
year to be made applicable for the subsequent financial year.

Noida Power Company Limited, Greater Noida (hereinafter referred to as
‘Petitioner’, ‘Licensee’ or ‘NPCL’) submitted its ARR / Tariff petition for FY 2015-
16, within the aforesaid prescribed timelines i.e. on November 28, 2014.

PRELIMINARY SCRUTINY OF THE PETITION:

A preliminary scrutiny of the ARR Petitions for FY 2015-16 was carried out by
the Commission and a detailed deficiency note was issued to the Licensee vide
letter dated January 15, 2015, directing them to provide the required
information within 10 days from the date of issuance of the Deficiency Note.

The Petitioner submitted its replies on February 9, 2015 to the above
mentioned deficiency note. The Commission issued a second set of deficiency
note vide its mail dated February 27, 2015.

In response to the above the Petitioner vide its letter dated March 3, 2015
submitted its most of the critical data as required by the Commission for the
acceptance / admission of the Petition.

ADMITTANCE OF ARR / TARIFF PETITION OF THE LICENSEE:

The Commission, having gone through all the submissions made by the
Petitioners found that the data / information submitted by the Petitioner were
generally in order and accordingly admitted the petitions submitted by the
Petitioner for further processing.

The Commission through its Admittance Order dated March 23, 2015 directed
the NPCL to publish within 3 days from the issue of the Order a public notice
detailing the salient information and facts of the ARR petition for FY 2015-16
and True-up for FY 2013-14 in at least two daily newspapers (One English and
One Hindi) for two successive days for inviting views/ comments/ suggestions/
objections/ representations within 15 days from the date of publication of the
Public Notice(s) by all stakeholders and public at large. The Commission also
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directed Petitioner to upload a copy of the petition (including additional
information) on the website of the Petitioner.

24 PUBLICITY OF THE PETITION:

2.4.1 The Public Notice detailing the salient information and facts of the ARR
petitions appeared in Hindi & English language daily newspapers as detailed
below:

1. The Statesman (English): March 26, 2015 and March 27, 2015

2. Dainik Jagran (Hindi): March 26, 2015 and March 27, 2015

2.5 PUBLIC HEARING PROCESS:

2.5.1 The Commission invited comments / views / objections from consumers and all
other stakeholders on the ARR & Tariff proposals of the Petitioner. To provide
an opportunity to all sections of the population in the license area and to obtain
feedback from them, public hearings were held at Sitapur on April 9, 2015,
Ghaziabad on April 15, 2015, Orai on April 21, 2015 and Gorakhpur on April 27,
2015 by the Commission.

2.5.2 The hearing had representations by consumers against the ARR / Tariff
proposals submitted by the Petitioner.
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3.
3.1

3.11

3.1.2

3.2

3.2.1

3.2.2

PUBLIC HEARING PROCESS

OBIJECTIVE

The various provisions of Electricity Act, 2003 and UPERC (Conduct of Business)
Regulations, 2004 provides for hearing the representations and propositions
being filed by the consumers in matters related to tariff determination. The
Commission, in order to achieve the twin objective that has been conferred
upon it under the Electricity Act, 2003 i.e. to observe transparency in its
proceedings and functions and to protect interest of consumers, has always
attached importance to the objections / suggestions / comments of the public
on the ARR / Tariff petitions submitted by the Licensee. The process gains
significant importance in a “cost plus regime”, where the entire cost allowed to
the Licensee gets transferred to the consumer. The consumers therefore have a
locus-standi to comment on the ARR / Tariff Petition filed by the Petitioner.

The Commission has provided public hearing as one of the platforms to obtain
the views of various stakeholders to encourage a transparent and participative
approach in the process of tariff determination.

PUBLIC HEARING:

The Commission invited suggestions from consumers and all other stakeholders
and conducted public hearings at Sitapur on April 9, 2015, Ghaziabad on April
15, 2015, Orai on April 21, 2015 and Gorakhpur on April 27, 2015 to get the
views / comments / objections, if any, of the various stakeholders and public at
large on the proposals submitted by the Petitioner. Consumer representatives,
industry associations and other individual consumers participated actively in
the Public hearing process. The Petitioner was also given an opportunity to
respond to the stake-holders. The Commission has also taken into
consideration the oral and written suggestions / comments / views / objections
received from various stakeholders through post, e-mail and in person during
the public hearings while disposing the ARR / Tariff petitions filed by the
Petitioner.

The comments of the consumers play an important role in the determination of
rate design and tariff schedule as factors like quality of electricity supply and
the service levels have to be considered while determining the tariff. The
Commission considers these submissions of the consumers before it embarks
upon the exercise of determining the tariff for a particular period.
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3.2.3

The Commission has taken note of the various views and suggestions made by
the stakeholders and appreciate their keen participation in the process to
provide feedback to the Commission on various issues. The major comments /
views of various stakeholders in response to the Petition, the replies given by
the Petitioner and the views of the Commission have been summarized below:

A) Comments / Suggestions of the Public:

3.24

NPCL’s own Power Plant: NPCL was granted contract in Greater Noida with the
commitment to erect and run its own Power Plant. But it has failed to do so till
date. This is why there is acute shortage of power availability in Greater Noida. It is
very important for controlling the tariff, and is not implemented by NPCL even
after decade of rendering power distribution services. Hon’ble Commission may
order NPCL to full fill their commitment with specific deadline and till that time no
revision of tariff is considered.

B) The Petitioner’s response:

3.2.5

3.2.6

3.2.7

In NCR, only Gas based power plant can be set-up. It is a well known fact that
the gas is not available even to feed existing gas based power plants (almost
20000 MW gas based power plants are operating at an average PLF of 20%
only).

The CEA vide its letter dated January 12, 2012, in reply to Company’s request
for allocation of gas for its proposed 400 MW CCGT power plant in Greater
Noida, advised that the Gas Allocation to our project along with other projects
for 12th Plan would be decided by MoP / MoP& NG / EGoM subject to
availability of gas to power sector from new discoveries and other sources.

Further, in an important information released by the MoP on August 17, 2012
(downloaded from the official website of Press Information Bureau, Gol), the
Union Minister of State for power, Shri K. C. Venugopal informed Lok Sabha
inter-alia that due to the reduced availability of domestic gas no allocation
could be made to any new plants proposed for 12th Plan. MoP / CEA has issued
an advisory to all the developers of gas based power plants not to plan for any
gas based power plants till 2015-16 as there is no certainty of availability of the
same. The company is actively pursuing the same. As against the above, enough
power is available in the market at much lower rates than the power produced
by Gas based plants.

C) The Commission’s view:
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3.2.8 With the ever growing demand in the Licensee’s area, NPCL is still procuring the
entire power only from the short-term sources. Presently as the short term
power rates are low, the consumers are being benefited for sourcing the power
from short term sources. However, such situation would not last forever and
NPCL in such cases may have to buy the costlier power to serve its consumers.
Having a long term power sources ensures that the availability of power at the
optimum rates for its consumers for future. The same will also benefit the
Petitioner to optimally plan all its resources. The Commission notes that the
Petitioner in past has tried to tie up with the long term power sources.
However, none of them could be materialized so far. The Commission directs
the Petitioner to tie-up power through Long Term sources as soon as possible
considering the final decision of the Commission in the case pending before it.

A) Comments / Suggestions of the Public:

3.29 Non revision of tariff: The last revision of tariff was in the month of October,
2014 and as per Electricity Act 2003 revision of tariff before completion of 12
months is unjustified

B) The Petitioner’s response:

3.2.10 As per Section 62(4) of the Electricity Act 2003 -
“No tariff or part of any tariff may ordinarily be amended more frequently
than once in any financial year, except in respect of any changes expressly
permitted under the terms of any fuel surcharge formula as may be
specified.”

3.2.11  Accordingly, the Hon’ble Commission had vide its Tariff Order dated October 1,
2014 approved the Retail Tariffs for FY 2014-15 effective from October 9, 2014,
while the current petition under consideration is for determination of Tariff for
FY 2015-16. Accordingly, the Hon’ble Commission is requested to kindly
determine the retail tariffs for F Y 2015-16 based on our petition no. 984/2014.

C) The Commission’s view:

3.2.12 The Commission has taken the note of the Stakeholders views. The Commission
has determined the ARR / Tariff for NPCL after considering all the facts and
figures which has been detailed subsequently in the Order. The Commission has
determined the tariff for FY 2015-16 in accordance to the Electricity Act, 2003
and UPERC Distribution Tariff Regulations, 2006 as amended from time to time.
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A) Comments / Suggestions of the Public:

3.2.13 O&M of the street light in Gautam Budh Nagar: Utility operation and
maintenance i.e. street light should be done by NPCL for better Management.

B) The Petitioner’s response:

3.2.14 NPCL is a Licensee in terms of the first proviso to Section 14 of the Electricity
Act 2003, read in conjunction with Section 14 (1) (c) of the Uttar Pradesh
Electricity Reforms Act, 1999, and is engaged in the distribution of electricity in
Greater Noida Area in Gautam Budh Nagar District in Uttar Pradesh.

3.2.15 The Operation and Maintenance of the street light are being done by Greater
Noida Industrial Development Authority who is the owners of the property as
well. NPCL is only responsible to supply electricity for the same; hence they
can’t be entrusted with the responsibility of maintaining the same.

C) The Commission’s view:

3.2.16 The Commission has noted the objection of the stakeholder and the reply
submitted by the Licensee.

A) Comments / Suggestions of the Public:

3.2.17 Low line loss for NPCL: Line losses in NPCL are very negligible and revenue
collection is very high in the country, hence NPCL should offer lowest tariff in
the country.

B) The Petitioner’s response:

3.2.18 With due acknowledgement of the cooperation extended by our consumers,
this is to clarify that the ARR of the Company is being approved by the Hon’ble
Commission only on the basis of T&D losses @ 8%. After considering the above,
the retail tariffs are being determined from year to year.

3.2.19 Thus, in view of the above, we request the Hon’ble Commission to kindly
approve the ARR for FY 15-16 as per our ARR petition no. 984/2014 and
determine the retail tariffs for recovery thereof.
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C) The Commission’s view:

3.2.20

3.2.21

3.2.22

The Commission has noted the reply submitted by the Petitioner. As also
detailed in the previous Orders, the Commission has computed the
accumulated revenue gap for the Petitioner after scrutinizing all the elements
of ARR and Revenue. Further the Commission believes that the revenue gaps /
regulatory assets of the Petitioner are getting accumulated year after year,
resulting into cash flow deficit. As can be seen in the past that the heavy burden
of regulatory gaps / regulatory as-sets year after year coupled with heavy
borrowings to finance the same along with interest, the revenue gap is
burgeoning with every passing year resulting in-to higher interest cost, which in
turn cascades into higher cost of service to the consumers. Therefore, any delay
in recovery of revenue gap burdens the consumers for carrying cost, therefore,
speedy recovery of the same is essential.

Further, various government and autonomous agencies are stressing on timely
and accurate revision of tariffs for the survival of distribution companies. Even
the Hon’ble ATE, while dealing with a suo-motu Petition, OP No. 1 of 2011, on
the letter received from Ministry of Power (judgment passed on 11th
November, 2011), has emphasized on timely recovery of regulatory assets. The
relevant observation of the Hon’ble ATE in the said matter is as under:

“66...... (iv) In determination of ARR / Tariff, the revenue gaps ought not to
be left and Regulatory Asset should not be created as a matter of course
except where it is justifiable, in accordance with the Tariff policy and the
Regulations. The recovery of the Regulatory Asset should be time bound
and within a period not exceeding three years at the most and preferable
within Control period. Carrying Cost of the Regulatory Asset should be al-
lowed to utilities in the ARR of the year in which the Regulatory Assets are
created to avoid problem of cash flow to the Distribution Licensee.”

Thus, for meeting carrying cost of the revenue gap and liquidation of revenue
gap, the Commission has continued an appropriate regulatory surcharge at 8%
applicable on the “Rate”.

A) Comments / Suggestions of the Public:

3.2.23

Extra Regulatory Surcharge: NPCL is charging 5% extra regulatory surcharge
when compared with rest of U.P this is very unfair as in the same state there
should not be two tariffs. This is against the law of equality.
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B) The Petitioner’s response:

3.2.24 Based on the accumulated revenue gap of previous 7 years, the Hon’ble
Commission has approved the regulatory surcharge @ 8% for recovery of the
same. Accordingly the company is levying regulatory surcharge as per the Tariff
Order dated October 1, 2014.

C) The Commission’s view:

3.2.25 The Regulatory Surcharge is allowed to recover the past unrecovered gaps. The
Commission has determined the tariff in accordance to the Electricity Act, 2003
and UPERC Distribution Tariff Regulations, 2006. The issue of regulatory
surcharge has been addressed subsequently in this Order.

A) Comments / Suggestions of the Public:

3.2.26 Increase in tariff of Industrial Consumers: As everybody knows industry
condition in UP is very poor. Industry is on ventilator if we increase the tariff
further it will be another setback for the industry.

B) The Petitioner’s response:

3.2.27 The Hon’ble Commission is requested to kindly determine the retail tariffs
based on the ARR Tariff petition no. 984/2014 for FY 2015-16.

C) The Commission’s view:

3.2.28 The Commission has noted the submission of stakeholder and Licensee and
same has been addressed subsequently in this Order.

A) Comments / Suggestions of the Public:

3.2.29 Hike in Tariff and Regulatory Surcharge: In the presentation given by NPCL they
have compared themselves with Delhi & Mumbai while in these cities there is
no

a) Minimum bill so that demand and fixed charged should be half
b) No TOD pattern of billing
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3.2.30

3.2.31

c) Power is available without trip in 24 hrs.
On the other hand, tripping in Greater Noida in very high more than 11 time
/day and we have demanded last time also that the audit of NPCL by CAG or
neutral body should be done so that actual situation can be understood.

In the view of above points it is requested not to impose the power rate hike on
Greater Noida consumers & further 5% regulatory surcharge should be reduced
with in charge or Greater Noida unfairly.

B) The Petitioner’s response:

3.2.32

3.2.33

3.2.34

This is to clarify that NPCL has made a comparison with the Discoms in Delhi
only and that too in case of its power purchase cost and not Retail Tariffs. In
any case, the consumers’ bills are being raised strictly in accordance with the
Tariff Orders of the Hon’ble Commission.

Further, it is pertinent to mention that Hon’ble State Electricity Regulatory
Commission of both the States viz. Mumbai and Delhi have provided Time of
the Day Tariffs in their respective Tariff Orders.

In respect of Tariff hike and regulatory surcharge, we will request the Hon’ble
Commission to kindly refer to our earlier reply.

C) The Commission’s view:

3.2.35

3.2.36

3.2.37

The Commission has noted the submission of the Petitioner. The Commission
for the current tariff exercise has considered the accounts submitted by the
Petitioner. As regard the requirement of CAG Audit or any third party audit the
Commission has already in its Order for FY 2014-15 has directed the Petitioner
that from FY 2014-15 onwards it should get its accounts audited by an
independent auditor. Such auditor should be appointed with the prior approval
of the Commission.

Apart from auditing of the financial accounts, the power purchase and the
energy sales of the Licensee should also be audited on the regular basis so that
deformities if any can be identified and removed. The Commission for the same
may appoint a separate auditor, who under the supervision of the Commission
shall undertake the audit of the power purchases and energy sales of the
Petitioner.

The Commission allows O&M expenses (including R&M Expenses) to the
petitioner on normative basis irrespective of the actual expenses incurred by it
thereby protecting the interest of the consumers.
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3.2.38

The Commission again directs the Licensee to strictly comply with the directions
given in this Order. Rest part of this query has already been addressed by the
Commission in response to the earlier objection in this Order.

A) Comments / Suggestions of the Public:

3.2.39

3.2.40

Whether the Apartment Owner Association (AOA)/ RWA can draw power as
Single point buyer from the Power Distribution Company under Schedule LMV-
1(b) and charge its Flat Owners on retail rate provided under the schedule LMV-
1(c) of Tariff Order, as long as AOA/ RWA is making full payment of Electricity
to Power Company and is not making profit while charging its Flat Owners on
retail rate in the Tariff Order?

Is it mandatory to charge 10% as per Para 7.1.17 of this Tariff Order for 2014-
15? If the AOA/RWA does not wish to charge its flat owners any extra charge,
can it do so?

B) The Petitioner’s response:

3.241

3.2.42

3.243

In this regard, clause 3(b) of the rate Schedule for LMV- 1 Category states as
follows-

“Clause 3(b) ....

The body seeking the supply at Single point for bulk loads under this category
shall be considered as a deemed franchisee of the Licensee. Such body shall
charge not more than 10% additional charge on the above specified Rate from
its end consumers apart from other applicable charges such as Regulatory
Surcharge, Penalty, Rebate and Electricity Duty on actual basis”.

Further Clause 4.47 relating to Single Point Bulk Supply of the Electricity Supply
Code, 2005 states as follows-

“...Provided that in (i) and (ii) above, the body that has taken the single point
connection shall be responsible for all payments of the electrical charges to the
Licensee and for collection from the end consumers as per applicable tariff for
the category used.”

From the above, it is amply clear that Single Point Buyer under LMV — 1(b) Rate
Schedule can only charge additionally upto 10% of the applicable rate from its
end consumers apart from other applicable charges such as Regulatory
Surcharge, Penalty, Rebate and Electricity Duty on actual basis.
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3.2.44  Hence, these additional charges are required to be recovered on actual basis to
compensate for line losses, maintenance of the electrical assets as well as other
expenditures for distribution of electricity up to the end consumers with in the
Society. Accordingly, the AOA / RWA shall determine the percentage based on
their overall actual expenditure vis-a-vis the energy bill for single point
connection subject to the maximum ceiling of 10% of the rate charged (i.e.
Fixed Charge and Energy Charge).

C) The Commission’s view:

3.2.45 The Commission has noted the submission of stakeholder and Licensee.

3.3 LIST OF ATTENDEES:

331 The list of individuals and organizations who have submitted their objections /
suggestions / comments on the ARR & Tariff petition in writing & in oral are

given in Annexure .
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4. TRUE-UP FOR FY 2013-14

4.1 SALES APPROVAL:

41.1 The energy sales based on actual audited accounts for FY 2013-14 represent
growth of 15.10% over FY 2012-13 (980.64 MUs). The Commission approves the
actual energy sales based on the audited accounts at 1128.67 MUs.

4.1.2 The category-wise energy sales approved for FY 2013-14 is shown in the Table
below:

Table :: CATEGORY WISE SALES FOR FY 2013-14 — APPROVED (MU)
Sr. Category Approved | True-up Approved
No. vide T.O. Petition | upon Truing
31/05/13 Up
1 LMV-1: Domestic Light, Fan & Power 187.06 195.49 195.49
2 LMV-2: Non Domestic Light, Fan & 20.12 20.43 20.43
Power
3 LMV-3: Public Lamps 11.82 21.30 21.30
4 LMV-4: Institutions 12.90 11.89 11.89
5 LMV-5: Private Tube Wells 11.51 23.49 23.49
6 LMV 6: Small and Medium Power 42.39 42.94 42.94
7 LMV-7: Public Water Works 10.13 12.25 12.25
8 LMV-8: STW and Pumped Canals 0.30 0.31 0.31
9 LMV-9: Temporary Supply 22.24 27.21 27.21
10 | HV-1: Non Industrial Bulk Power 62.64 72.40 72.40
11 HV-2: Large and Heavy Power 719.19 700.96 700.96
Total 1,100.32 1,128.67 1,128.67
4.1.3 The Category wise Number of Consumers, Connected Load and energy sales
approved / trued-up for FY 2013-14 are summarized in the Table below:
Table :: CATEGORY WISE CONSUMERS, LOAD & SALES — APPROVED
Sr. Category No. of Connected Sales
No. Consumers Load (MUs)
(Mw)
1 LMV-1: Domestic Light, Fan & Power 53,157 202.85 195.49
2 LMV-2: Non Domestic Light, Fan & 2,061 13.44 20.43
Power
3 LMV-3: Public Lamps 3 9.08 21.30
4 LMV-4: Institutions 456 6.59 11.89
5 LMV-5: Private Tube Wells 1,111 4.88 23.49
6 LMV 6: Small and Medium Power 1,727 34.35 42.94

Page 24




Determination of ARR & Tariff of NPCL for FY 2015-16 and True Up for FY 2013-14

Sr. Category No. of Connected Sales
No. Consumers Load (MUs)
(Mw)
7 LMV-7: Public Water Works 165 3.61 12.25
8 LMV-8: STW and Pumped Canals 1 0.15 0.31
9 LMV-9: Temporary Supply 1,239 12.39 27.21
10 HV-1: Non Industrial Bulk Power 71 39.76 72.40
11 | HV-2: Large and Heavy Power 494 234.04 700.96
Total 60,485 561.14 1,128.67
4.2 DISTRIBUTION LOSSES:
4.2.1 Petitioner submitted that the actual Distribution loss for FY 2013-14 was 7.94%
as compared to the approved loss level of 8.00%
4.2.2 Petitioner submitted that it used to draw its entire / majority load at 33 kV only.
However, from FY 2012-13, with the installation and full operation of 220 / 132
/ 33 kV RC Green Substation, EHV Technical Losses, arising out of Line Losses of
220 kV Lines and two stage Transformation Losses i.e. 220 / 132 kV and then
132 / 33 kV, has also been added to the distribution losses of the Company.
Accordingly, the Commission, in its Tariff Order dated May 31, 2013, has
approved 0.60% as EHV losses over and above Distribution Losses of 8.00% for
FY 2013-14.
4.2.3 Petitioner submitted that as per the Audited Accounts for FY 2013-14, the EHV
losses and distribution losses are at 0.48% & 7.94% respectively.
Commission’s Analysis
424 The actual Distribution Losses and EHV losses of the Petitioner are less than as

compared to the losses approved by the Commission in its Tariff Order for FY
2013-14. Considering the above fact, the Commission for the purpose of Truing
up approves the Distribution Losses and the EHV losses on actual basis as
shown in the Table below:

Table :: DISTRIBUTION LOSSES AND EHV LOSSES APPROVED BY THE COMMISSION FOR FY 2013-

14
Particulars Approved | True-up | Approved
vide T.O. | Petition upon
31/05/13 Truing Up
Distribution Loss % 8.00% 7.94% 7.94%
EHV Losses % 0.60% 0.48% 0.48%
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4.2.5

4.3

43.1

The Commission has further allowed the sharing of efficiency gain at 50% for
achieving the Distribution losses less than the target loss level in accordance
with Regulations 2.4 (3), 3.2 (6) and 4.11 of Distribution Tariff Regulations,
2006.

ENERGY BALANCE:

The Commission in the above sections has discussed about truing-up of energy
sales and distribution losses. Based on above trued-up energy sales and
distribution losses, the approved power purchase requirement and the energy
balance for FY 2013-14 is as shown in the Table below:

Table :: ENERGY BALANCE APPROVED BY THE COMMISSION FOR FY 2013-14

Particulars Approved | True-up Approved

vide T.O. Petition | upon Truing
31/05/13 Up

Energy Sales (MU) 1,100.32 | 1,128.67 1,128.67

Distribution Loss % 8.00% 7.94% 7.94%

EHV Losses 0.60% 0.48% 0.48%

Distribution Loss including EHV losses 102.90 103.26 103.26

(MU)

Energy Purchase (MU) 1,203.22 | 1,231.93 1,231.93

4.4 POWER PURCHASE QUANTUM & COST:

44.1

4.4.2

Based on the above trued-up energy balance for FY 2013-14, the power
purchase requirement works out to 1,231.93 MU.

As per the prevailing arrangement, NPCL had been receiving 45 MW of power
from UPPCL at pooled cost till February 12, 2014 sighting Hon’ble Allahabad
High Court’s Order dated 1st July, 2013. The balance power was procured by
NPCL on short term basis through Open Access Route. The details of power
purchase quantum and power purchase cost approved vide Tariff Order dated
May 31, 2013 and actually incurred by NPCL for FY 2013-14 is provided in the
Table below:

Table :: POWER PURCHASE COST AS SUBMITTED BY THE PETITIONER FOR FY 2013-14

Item Approved vide T.0. 31/05/13 True-up Petition

Retail Sales (MUs) 1,100.32 | 1,128.67
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Item Approved vide T.0. 31/05/13 True-up Petition
Losses 8.55% 8.38%
Power Purchase 1,203.22 1,231.93
Sources of Power Purchase Energy | Rs./kWh | Costs Energy | Rs./kWh | Costs
UPPCL 337.35 3.92 132.35 273.50 3.92 | 107.30
Power Purchase from Traders 793.68 3.91 | 310.40 958.73 3.74 | 358.15
Power Purchase from RE 72.19 7.63 55.08 5.14 4.88 2.50
Unscheduled Interchange -5.44 0.25
Sub-Total 1203.22 4.14 | 497.83 | 1231.93 3.80 | 468.20
PGCIL charges 25.31 28.57
UPPTCL charges
Total Transmission charges 25.31 28.57
Total Power Purchase 1203.22 435 | 523.14 | 1231.93 4.03 | 496.77
4.4.3 The brief detail about the power purchase as submitted by the Petitioner is

44.4

4.4.5

provided below:

The total quantum as per Audited Annual Accounts for FY 2013-14 is
1231.93 MUs with power purchase from UPPCL as 273.50 MUs, from Short
term Sources as 958.43 MUs and 5.14 MUs from Renewable Energy
Sources including Captive generation from Solar Power Generating System
installed at the roof top of the Petitioner’s office building.

The power purchase cost for UPPCL is booked at Rs. 3.923 / kWh as
approved vide Tariff Order dated May 31, 2013 and the actual landed cost
of power purchased from Open Access is Rs. 3.74 / kWh as against the
approved rate of Rs. 3.91 / kWh in Tariff Order dated May 31, 2013.

The Petitioner has claimed that it has net injected the power in the system
under Unscheduled Interchange and the net amount payable under the
Unscheduled Interchange during the period February 12, 2014 to March
2014 to the amount of Rs. 0.25 Crore.

The transmission charges for UPPTCL and PGCIL are at Rs. 28.57 Crore as
against Rs. 25.31 Crore approved in tariff order dated May 31, 2013.

Accordingly, the total power purchase cost incurred in FY 2013-14 is Rs. 496.77

Crore after adjusting Rs 7.27 Crore on account of the rebate received on power

purchase cost.

As submitted by the Petitioner, the Commission vide Tariff Order dated May 31,
2013 has approved the BST for FY 2013-14 as Rs. 3.92 / kWh, the same has
been considered for the purpose of Truing up of ARR for FY 2013-14.
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4.4.6

4.4.7

4.4.8

4.4.9

The Commission further observes that power availability from UPPCL for FY
2013-14 has been restrained at 45 MW and therefore, balance requirement of
power has been met from Open Access Market. During FY 2013-14, the
Petitioner has procured 958.73 MUs from Short Term Sources at an average
cost of Rs. 3.74 / kWh which is less than the average cost approved by the
Commission in its Tariff Order dated May 31, 2013. Further, the average power
purchase cost for power procured from Open Access of Rs. 3.74 / kWh at NPCL
periphery is competitive from all India average power purchase rate of Rs. 4.27
/ kWh transacted under bilateral trade during FY 2013-14 (source — Report on
Short-term Power market in India for 2013-14 by CERC). Hence, the
Commission approves the power purchased from Short Term Sources on actual
at Rs. 3.74 / kWh.

It has been further observed that in the Tariff Order dated May 31, 2013 the
Commission has also approved the power purchase quantum from renewable
energy sources as 72.19 MU in FY 2013-14. However, the Petitioner has
procured only 5.14 MU from renewable energy sources in FY 2013-14. The
Commission asked the Petitioner to submit an appropriate justification for not
procuring power from renewable sources to comply with Renewable Purchase
Obligation (RPO).

The Petitioner, in its reply, submitted that the Commission released the
“Promotion of Green Energy through Renewable Purchase Obligation
Regulations”, 2010 on 17th August, 2010, wherein it has stated that during
each Financial Year, every obligated entity shall purchase a minimum % of its
total consumption of electricity (in kWh) from Renewable Energy (RE) sources
to fulfill its RPO. It is also specified in the above Regulation that, in order to
meet the RPO, additional non-solar power shall be purchased beyond the limit
specified, with approval of the Commission in case adequate solar power or
solar certificate is not available.

The Petitioner submitted that in spite of repeated advertisement in the
newspapers it has not been able to get required response from any party to
supply solar and non solar renewable energy and has been putting continued
efforts to procure sufficient RE power to meet its obligation. In the various
attempts the Petitioner had published advertisements in different newspapers,
on December 6, 2010 in all editions of Economic Times, on April 11, 2011 in all
editions of Business Standard and Indian Express and on September 19, 2012 in
The Times of India and The Economic Times, but in first attempt in December
2010 it did not get any response from any party, in the second attempt in April
2011, it received only one response each for non-solar and solar energy.
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4.4.10

4411

4.4.12

4.4.13

However, being single bid, the same was not accepted by the Petitioner.
Further, in third attempt to procure RE Power in September 2012, the
Petitioner once again did not receive any response from any party.

The Petitioner further submitted that it has published similar notices for
procurement of RE Power on October 27, 2014 and December 16, 2014 in
leading newspapers and again did not receive any response. The tender dated
December 16, 2014 has been kept open and the Petitioner would submit the
outcome of the same to the Commission once it is completed. NPCL submitted
that it will off-take the entire power generated from the upcoming 1.0 MWp
Solar Power Plant in its licensed area to be installed & operated by Greater
Noida Industrial Development Authority in accordance with CNCE Regulations,
2009, as amended from time to time, which is expected to be commissioned by
February 15, 2015.

Petitioner submitted that it assures that it will continue its endeavor for
procurement of renewable energy and comply with the CNCE Regulations,
2009, as amended from time to time. However, delay in the procurement as
explained above is beyond its control.

The Commission observes that in spite of the efforts being made by the
Petitioner sufficient renewable energy is not being procured by the Petitioner
to fulfill its RPO. The Petitioner should ensure that the RPO is met in the future
years. The Petitioner is also directed to submit the source wise (generating
source or REC) detailed action plan to fulfill its RPO for future years. For the
purpose of Truing up the Commission has approved the actual power procured
through Renewable Energy sources.

The summary of power purchase cost as approved by the Commission for FY
2013-14 is as shown in the Table below:

Table :: POWER PURCHASE COST AS APPROVED BY THE COMMISSION - FY 2013-14

Item Approved upon Truing Up

Retail Sales (MUs) 1,128.67

Losses 8.38%

Power Purchase 1,231.93

Sources of Power Purchase Energy Rs./kWh Costs
UPPCL 273.50 3.92 107.30
Power Purchase from Traders 958.73 3.74 358.15
Power Purchase from RE 5.14 4.88 2.50
Unscheduled Interchange -5.44 0.25
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Item Approved upon Truing Up
Sub-Total 1231.93 3.80 468.20
PGCIL charges 28.57
UPPTCL charges
Total Transmission charges 28.57
Total Power Purchase 1231.93 4.03 496.77

4.4.14

e The total quantum approved for FY 2013-14 is 1231.93 MU with power
purchase from UPPCL as 273.50 MU, from open access as 958.73 MU, 5.14
MU from renewable energy sources and supplied power of 5.44 MU
through Unscheduled Interchange.

e The power purchase cost for UPPCL is approved at provisional BST rate of
Rs. 3.92 / kWh and the transmission charges for UPPTCL and PGCIL is
approved at Rs. 28.57 Crore.

Accordingly, the total power purchase cost is trued-up at Rs. 496.77 Crore.

4.5 OPERATION & MAINTENANCE (O&M) EXPENSES:

45.1

4.5.2

453

Operation and Maintenance (O&M) expenses comprise of Employee related
costs, Administrative and General (A&G) Expenses, and Repair and
Maintenance (R&M) expenditure.

The Petitioner submitted that the Commission in Tariff Order dated May 31,
2013 has approved the O&M expenses at Rs. 34.28 Crore for FY 2013-14.The
actual O&M expenses as per Audited Annual Accounts the FY 2013-14 other
than Statutory / Regulatory Expenses is Rs. 39.94 Crore.

The Petitioner submitted that in the past it has claimed the O&M expenses on
normative basis in accordance with the Distribution Tariff Regulations, 2006,
irrespective of the actual expenses incurred by it. However, for FY 2013-14 the
Petitioner has requested the Commission to allow O&M expenses based on
actual as per Audited Annual Accounts due to following reasons:

a) Incremental O&M Expenses @ 2.5 % on the capital addition in the
previous year are inadequate. The incremental O&M expenses for the
ensuing financial year, if capped @ 2.5% of capital addition, would be
grossly inadequate and would not be commensurate with the volume of
the business. To illustrate, the Annual Maintenance Contract (AMC) cost of
IT assets are ranging between 12.5% to 15% p.a., on office equipment, it is
generally @ 10%. The R&M expenses would tend to go up with the ageing
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45.4

4.5.5

of the assets and may increase many folds in power deficit scenario due to
increased wear & tear of electrical equipment in distribution system owing
to frequent operation for load shedding, power cuts, tripping etc.

b) Other Cost Drivers: Clause 4 to Regulations 4.3 of the Distribution Tariff
Regulations 2006 states as under:

“4. The O&M expenses shall be brought to an efficient level i.e.
in equivalence with similarly placed efficient utilities. The
Hon’ble Commission may fix norms based on the circuit
kilometers of distribution lines and number of bays in substation
and such other parameters, as may be determined by the
Hon’ble Commission in due course of time.”

The Petitioner submitted that the Commission, in its various Orders, has time
and again acknowledged the performance standards of the Petitioner and also
in its Order dated September 1, 2008 observed that NPCL is the best
performing utility in U.P. Having regard to observation of the Commission, it
has been striving hard to control and optimize its O&M Expense primarily
keeping the consumers interest in view. Petitioner submitted that the FOR
Model Regulations for Multi Year Distribution Tariff provides for benchmarking
the O&M Expenses of any Distribution Utility with its peers in the same State or
outside State. The Commission in its Tariff Order dated October 14, 2010 has
mentioned as follows:

“22 (j) In relative analysis, performance parameters of other Distribution
Licensees within the same state or in other states, shall be considered by
the Commission to estimate norms.”

The Petitioner submitted that based on the above, the Commission in its Tariff
Order dated October 14, 2010 has directed it to conduct a study to benchmark
its O&M expenses and it has accordingly appointed ICRA Management
Consultancy Services Private Limited to conduct the study after conducting
competitive bidding and prior approval of the Commission. The Petitioner
submitted that based on the study conducted, it is no more feasible to sustain
the existing low cost operation without compromising with service and safety
standards. Therefore, the denial of justified expenses allowance to the
Company would jeopardize the operational efficiency achieved by it over past
20 years. There is an urgent need for imminent allocation of higher O&M Cost
to enable the Company to maintain and improve upon the service standards
and prepare itself for growing requirement of the consumers servicing.
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4.5.6

4.5.7

4.5.8

Petitioner further, submitted that all expenses have been duly audited by
Statutory Auditors and approved by the Board of Directors of the Company.
These expenses are allowed in full not only in the Companies Act, 1956 but also
in the Income Tax Act, 1961.

The Petitioner further submitted that its O&M Expenses are much lower as
compared to other Distribution Utilities of U. P. as well as Discoms of other
States. The Petitioner submitted that it has become imperative to take
additional and timely efforts to meet the upcoming demand growth in the area
and to maintain a reliable and efficient power supply and it has already started
initiative in this regard. Therefore, it has requested to allow the O&M expenses
in full as per audited accounts for FY 2013-14. In view of the above, the
Petitioner requested the Commission to approve the O&M expenses at Rs.
39.94 Crore for FY 2013-14 based on its audited annual accounts.

Commission’s Analysis:

The Commission in its deficiency note asked the Petitioner to submit the
reconciliation of the O&M Expenses with the cost as per the audited accounts.

The Petitioner in its reply submitted the reconciliation of the O&M Expenses
claimed in the Petition with the audited accounts as shown in the Table below:

Table :: RECONCILIATION OF O&M EXPENSES AS SUBMITTED BY PETITIONER FOR FY 2013-14

sl. No. Description Amount in Rs.
Cr.

1 Employee cost as shown in Note-25 of Audited Accounts for FY 1291
2013-14
Other Expense as shown in Note-28 of Audited Accounts for FY 37.49

2 2013-14

3 Total Operating Expenses as per Audited Accounts 49.70
Less: Items dealt with separately in ARR as per Distribution Tariff

4 Regulations, 2006

I Bad debts written off & provision thereof (8.53)

Il Loss on sale of Fixed Assets (0.10)

5 Net O&M Expenses 41.06
Shown in Retail Tariff Formats as:-
Repair & Maintenance Expenditure (RTF F-5) 20.91
Employee Expense (RTF F-6(a) 12.21
Administrative & General Expenses (RTF F-7) 6.82
Regulatory Expenses (RTF F-4) 1.12

5 Total O&M Expenses for FY 2013-14 41.06
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4.5.9

4.5.10

4.5.11

The Clause No. 4.3 of the Distribution Tariff Regulations, 2006 stipulates:
“..4.3 Operation & Maintenance Expenses (O&M):

1. The O&M expenses comprise of employee cost, repairs & maintenance
(R&M) cost and administrative & general (A&G) cost. The O&M expenses
for the base year shall be calculated on the basis of historical/audited costs
and past trend during the preceding five years. However, any abnormal
variation during the preceding five years shall be excluded. For
determination of the O&M expenses of the year under consideration, the O
& M expenses of the base year shall be escalated at inflation rates notified
by the Central Government for different years. The inflation rate for above
purpose shall be the weighted average of Wholesale Price Index and
Consumer Price Index in the ratio of 60:40. Base year, for these regulations
means, the first year of tariff determination under these regulations.

2. Where such data for the preceding five years is not available the
Commission may fix O&M expenses for the base year as certain
percentage of the capital cost.

3. Incremental O&M expenses for the ensuing financial year shall be 2.5%
of capital addition during the current year. O&M charges for the ensuing
financial year shall be sum of incremental O&M expenses so worked out
and O&M charges of current year escalated on the basis of predetermined
indices as indicated in regulation 4.3 (1)...”

The Commission in the previous years has been allowing the O&M expenses as
per the Distribution Tariff Regulation, 2006 as amended from time to time. As
evident from the above, the O&M expenses allowed as per the Distribution
Tariff Regulations, 2006 covers the O&M expenses incurred by the Licensee for
the existing assets as well as new assets added during the year. The high O&M
expenses on the IT assets and the office equipments as cited by the Petitioner,
forms the small portion of the Gross Fixed Assets

The Commission is of the view that if the O&M expenses are allowed on the
basis of actual O&M expenses as suggested by the Petitioner, there will be no
sanctity of fixation of norms in Tariff Regulations. As per the Distribution Tariff
Regulations, some of the elements of ARR are considered on normative basis
and the actual expenses under some elements may be higher as compared to
approved expenses, while the actual expenses under some elements may be
lower as compared to approved expenses.
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4.5.12

4.5.13

4.5.14

Therefore, as per the reasons stated above, the Commission has allowed the
O&M expenses as per the norms specified in the Distribution Tariff Regulation,
2006 as amended from time to time as detailed below.

In accordance with the Clause No. 4.3.1 of Distribution Tariff Regulations, 2006
the net O&M expenses would be computed based on Inflation Index over FY
2012-13 trued-up O&M expenses for FY 2013-14. The Petitioner had
miscalculated applicable inflation rate to be 7.66%. The applicable inflation rate
as per Weighted average Inflation Index as computed by the commission is
7.69% for FY 2013-14 as given in the Table below: :

Table :: INFLATION INDEXES FOR FY 2013-14

Month Wholesale Price Index | Consumer Price Index
2012-13 2013-14 | 2012-13 | 2013-14
April 163.50 171.30 205.00 226.00
May 163.90 171.40 206.00 228.00
June 164.70 173.20 208.00 231.00
July 165.80 175.50 212.00 235.00
August 167.30 179.00 214.00 237.00
September 168.80 180.70 215.00 238.00
October 168.50 180.70 217.00 241.00
November 168.80 181.50 218.00 243.00
December 168.80 179.60 219.00 239.00
January 170.30 179.00 221.00 237.00
February 170.90 179.50 223.00 238.00
March 170.10 180.30 224.00 239.00
Average for Financial Year 167.62 177.64 215.17 236.00
Calculation of Inflation Index (CP1-40%, WPI-60%) for FY-13-14
Inflation index for FY 2012-13 186.64
Inflation index for FY 2013-14 200.99
Applicable Inflation rate 7.69%

The gross O&M expenses also include additional O&M expenses at 2.50%
capitalization of assets in the preceding year. The capitalized assets in the
preceding year include assets handed over by GNIDA and UPSIDC free of cost in
the FY 2012-13. These assets have been considered on the basis of values
declared by respective authorities. The Commission has also gone through the
audited accounts of NPCL wherein, the value of those assets is ascertained by
the auditor. Further the audited accounts mention that the assets have been
handed over for maintenance purpose only while the ownership is yet to be
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transferred. Accordingly, the Commission has considered the additional O&M
expenses for these assets to be allowed for O