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BEFORE
THE UTTAR PRADESH ELECTRICITY REGULATORY COMMISSION,
LUCKNOW
Petition No. 1182 / 2017
PRESENT:

1. Hon’ble Sri Desh Deepk Verma, Chairman

2. Hon’ble Sri Suresh Kumar Agarwal, Member
IN THE MATTER OF: 
Delayed Payment Surcharge Amnesty scheme for 100% surcharge waiver for rural and urban consumers (barring large & heavy industries under HV-2, establishments under HV-1, and Government connections under different categories).
AND

IN THE MATTER OF:
1. Madhyanchal Vidyut Vitran Nigam Limited, Lucknow (MVVNL)

2. Purvanchal Vidyut Vitran Nigam Limited, Varanasi (PUVVNL)

3. Dakshinanchal Vidyut Vitran Nigam Limited, Agra (DVVNL)

4. Paschimanchal Vidyut Vitran Nigam Limited, Meerut (PVVNL)
5. Kanpur Electricity Supply Utility (KESCO) 
ORDER
The State Discoms have filed a petition for delayed payment surcharge amnesty scheme for 100% surcharge waiver for rural and urban consumers (barring large & heavy industries under HV-2, establishments under HV-1, and government connections under different categories.
The main points of the petition are being reproduced below:
Quote
That huge arrears amounting to Rs 15470.42 Crs. exist in the books of accounts of Distribution Companies as on Dec, 2016 as per category wise detail given below:-

	S. No.
	Tariff  Category
	Arrears Amount (in Rs crore)

	1
	LMV-1
	9923.59

	2
	LMV-2
	1888.16

	3
	LMV-4B
	166.95

	4
	LMV-5
	2345.74

	5
	LMV-6
	776.23

	6
	HV-1
	11.05

	7
	HV-2
	358.70

	Total
	15470.42


a) That for the financial sustainability of the distribution companies it is essential to reduce the quantum of these arrears. 

b) In the above context it is to submit that rural consumers, who have little paying capacity, whenever exposed to the vagaries of nature, default in making payment of electricity bills. To assuage the miseries of rural consumers, UPPCL, accordingly, has been submitting proposal before the Commission for waiver of the surcharge amount so as to enable rural consumers to clear their electricity dues.

c) Likewise, it also to underline that there exist large number of urban consumers also with huge arrears and for improving the financial health of distribution companies it is also essential to recover arrear from these consumers. In this context it is relevant to mention that consumers with large arrears/disputed arrears in urban area resort to theft of power when their connections are disconnected on dues.  Further, since last many years, the surcharge waiver scheme has been extended to rural consumers, accordingly, urban consumers, in whatever number, could not avail the benefit of surcharge waiver. In this context, possibility of wrong billing cannot be denied overtly and instances may be there, where due to inflated bills, urban consumers might have stopped making further payments or have found out detour to avoid such payment, which may be affecting the revenue stream of UPPCL on a long term basis. It is in this context, that UPPCL is submitting before the Hon’ble Commission this surcharge waiver scheme, which covers within its ambit all non-government Urban, Rural and Industrial consumers so that one time dispensation may be provided to all consumers, without resorting to any sort of discrimination, to make their genuine payment otherwise UPPCL will be constrained to take tough measures across one and all in pursuance to the intention of the State Government wherein it is contemplated that interest of honest consumers must be protected at any cost and going forward perversion of any nature shall be allowed, with a zero tolerance policy. Further, UPPCL is also bound by the targets contained in the UDAY Scheme under which it has to drastically reduce its AT & C losses and also in near future by “Power For All Scheme”, which is based on the fundamental premise that electricity will be provided to every household and such consumers are obliged to make their genuine payment on a regular basis thus enabling UPPCL to provide them un-interrupted 24 x7 power.

d) That there are moments in time, when momentous and path-breaking decisions need to be taken, which can alter the course of sectoral history rather than making incremental changes and running the business as usual. UP Power Corporation Ltd. is preparing to supply 24 Hours power to the whole state including rural areas from October, 2018. Prior to that, UPPCL is committing itself and contemplating to meter each and every consumer (installing around 76 lacs new meters to ensure 100% metering of rural consumer and replace the defective meters), feeders separation in 39 Districts to rationalise demand and all other Generation , Transmission and Distribution capacity augmentation exercise. This is a gigantic task and must be taken on a firm ground.  All illegal consumers need to be roped in the system, tendency of theft need to be curbed with a vice-like grip but at the same time consumers must also be facilitated and encouraged to make scrupulous payment against their electricity consumption.

e) That when an exercise of this magnitude is undertaken, it is not carried out in a hither- thither fashion but is structured around various steps, which can be dovetailed to achieve the final objective. It is in this context, that UPPCL is going to go hard on power theft but at the same time it is also crucially important that consumers with large arrears are simultaneously encouraged to make payments so that the genuine arrears are brought into fold, fictitious arrears are removed from the book and all categories of consumers are given an opportunity to come clean and make up to date payment as one time dispensation

f) Accordingly, the Hon’ble Commission is requested to allow 100% waiver of surcharge under Delayed Payment Surcharge Amnesty Scheme for Domestic, Commercial,  Private Institutions and Private Tubewells under LMV-1, LMV-2, LMV-4B and LMV-5 under Rural & Urban areas and 50% surcharge waiver for Small Industries under LMV-6 consumers (i.e. barring large industries under HV-2, establishments under HV-1, and government connections) for the period as mentioned below for different categories of consumers without the requirement of subsidy from the State Government.

	Tariff Category
	Duration

	LMV-1(Urban), LMV-2 (Urban), LMV-4B, LMV-5 (Urban) 
	45 days

	LMV-1(Rural), LMV-2 (Rural) and LMV-5 (Rural)
	60 days

	LMV-6 (Industrial) 
	30 days


g) Electricity Bills upto March 2017 shall be considered for the purpose of this scheme.

h) The Commission may further allow a period of 6 months to the Private Tubewell consumers in rural areas for clearing their dues along with instalment facility as given below:

1st Instalment
-
25% of outstanding dues or Rs. 10000 whichever is higher.

2nd Instalment
-
1/3rd of the remaining dues

3rd Instalment
-
1/3rd of the remaining dues              2 months each

4th Instalment
-
1/3rd of the remaining dues

i) The scheme shall be made effective within 5 working days from the Order of the Commission. 

j) The amount of surcharge that will be waived under this scheme shall be treated as claim under return on equity at the rate of 16%, as permitted to the licensee under Distribution Tariff Regulations. Accordingly, the Commission is requested to allow ROE to the extent of surcharge to be waived under this scheme in the ARR to be determined for the FY 2017-18.
Prayer

The Petitioner respectfully prays the Hon’ble Commission to:-

a) Allow 100% waiver of surcharge under delayed payment surcharge amnesty scheme for Domestic, Commercial,  Private Institutions and Private Tube-wells under LMV-1, LMV-2, LMV-4-B and LMV-5 under Rural & Urban areas and 50% surcharge waiver for Small Industries under LMV-6 consumers (i.e. barring large industries under HV-2, establishments under HV-1, and government connections) for the period as mentioned below for different categories of consumers, with 4 months time to consumers to clear their dues along with instalment facility.  
	Tariff Category
	Duration

	LMV-1(Urban), LMV-2 (Urban), LMV-4B, LMV-5 (Urban) 
	45 days

	LMV-1(Rural), LMV-2 (Rural) and LMV-5 (Rural)
	60 days

	LMV-6 (Industrial) 
	30 days


b) Allow a period of 6 months to the Private Tubewell consumers in rural areas for clearing their dues along with instalment facility as given below:

1st Instalment
-
25% of outstanding dues or Rs. 10000 whichever is higher.

2nd Instalment
-
1/3rd of the remaining dues

3rd Instalment
-
1/3rd of the remaining dues              2 months each

4th Instalment
-
1/3rd of the remaining dues

c) Allow ROE to the extent of surcharge to be waived under this scheme in the ARR to be determined for the FY 2017-18.

d) It is humbly submitted that the ROE will be allowed to make good of surcharge to be waived under this scheme.

Issue any other orders which Hon'ble Commission may deem fit.
Unquote
Commission’s Analysis:
1. In recent times there has been great impetus to reform from the State & Centre Govt. levels, with much emphasis being laid on 100% metering & affordable Tariffs.

2. It has also been provided in the UPERC (Multi Year Distribution Tariff) Regulation, 2014 that in no case the licensee is allowed to launch an OTS Scheme to recover its pending dues after 31st March, 2017.

3. The reason for this decision of the Commission has been as follows, OTS Schemes have been run in the State almost every year by the licensee. Launching of such OTS Schemes every year and almost as a routine has been detrimental to the financial health of the Discoms as it creates an understanding in the minds of the consumers that even if they do not pay the bills regularly, they will not suffer any financial loss as they would get the opportunity to pay without surcharge every year under the OTS Scheme. Further it demotivates the honest consumer who pays their bills regularly.
4. The licensee has now come out with a new Amnesty Scheme which has been enumerated in the preceding paragraphs. In the petition, they have sought permission for the Amnesty Scheme on the delayed payment surcharge waiver. It is presumed that the proposed Amnesty Scheme is not to be repeated every year like the earlier OTS Scheme.  The Amnesty Scheme is to be granted only once for all, for all the surcharge existing as on 31st March, 2017. If somebody does not avail the benefit of this scheme now, then that consumer cannot be allowed any amnesty in the future. The Commission has been consistently saying that providing 100% waiver of surcharge may not send the right signals to the honest consumer’ who pay their bills on time. However to achieve a more important, necessary and bigger objective of achieving ‘100% metering’ and provide an opportunity to the consumers who despite their willingness, are not able to liquidate their dues due to very high amount of surcharge, the Commission allows the proposed Amnesty Scheme, as an exception and as one last time exercise. 
5. It is often felt that the honest consumer feels cheated by waiver of delayed payment surcharge. The Commission has approved a rebate of 0.50% on payment done on or before the due date. For the benefit of such honest consumers, the Commission decides to increase this rebate to 1%. This will send the right signals to the honest consumers, making them feel motivated and to pay their dues timely. 
6. The licensees are also required to clean up their records, so that the pending dues figures become true and realistic. They also need to regularize the unauthorized connections. The licensees shall ensure metering of all the unmetered consumers covered under the scheme without fail. Any noncompliance of these orders, as has been done in the earlier OTS Schemes, will be viewed seriously and invite action under the Act.
7. The licensees have submitted that they may be allowed ROE to make good of surcharge waived under this scheme. On a quick calculation, the ROE for FY 2017-18 comes out to be approx. Rs. 2200/- Crores which is far less that the amount proposed to be waived off. The licensees in another submission has said that the discount to its employees in the tariffs will be adjusted against the ROE. However, as the matter of ROE (Return on Equity) concerns the ARR, the same will be dealt at the time of determination & finalization of ARR / Tariffs proceedings. 
8. The licensees are directed to launch the scheme only after due approvals have been taken from the Board of Directors / Competent Level.

9. Since it’s an amnesty scheme, it should be an exception, and not a rule and should not be resorted to frequently. Keeping this in mind, no proposal for such amnesty would be entertained in future.
10. The arrears such waived under this scheme shall not be allowed as pass through on to consumers in future tariff or true-up exercises. 
11. The other provisions of the Commissions’ Tariff Orders will continue to be effective.
12. Once the scheme is over, the licensees shall submit a detailed report giving the amount of surcharge waived consumer category / sub-category wise and no. of unmetered connections converted into metered category etc.
13. Further, the Commissions directs the licensees to widely publish the scheme and put the full details of the scheme on its websites.
	                      (S. K. Agarwal)
	(Desh Deepak Verma)

	                    Member
	   Chairman


Place: Lucknow
Date: 10th April, 2017
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