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Judgment of the Hon’ble Supreme
Court of India, West Bengal Electricity
Regulatory Commission Vs CESC

Limited (2002) 8 SCC 715

https://indiankanoon.org/doc/1885523/
last accessed on February 4, 2017

Recognition of the problem of cross-subsidy
and considering abolition of the same (with
reference to the average cost-of-supply).
Judgment issued under the Electricity
Regulatory Commissions Act, 1998 (and
other erstwhile electricity laws, which have
now been repealed under the Electricity Act,

2003 (2003 Act)).

Judgment of the Hon’ble Supreme
Court of India, Punjab State Power
Corporation Limited Vs Punjab State
Electricity Regulatory Commission &
Others in Civil Appeal No. 4510 of
2006 dated February 10, 2015 available
at

http://judis.nic.in/supremecourt/imgsl.a

spx?filename=42362 last accessed on
May 22,2016

Cost_of supply on voltage basis would

provide a more accurate barometer for

identification of the extent of cross-subsidies.

Continuance of cross-subsidies but reduction
of the quantum thereof is the avowed
legislative policy.

Approval of the directions issued by the
Appellate Tribunal requiring the Commission
to gradually move away from the principle of

average cost-of-supply to a determination of
voltage cost-of-supply.

Judgment of the Hon’ble Supreme
Court of India, Sesa Sterlite Limited Vs
Orissa Electricity Regulatory
Commission & Others in Civil Appeal
No. 5479 of 2013 dated April 25, 2014

available at

http:/[judis.nic.in/supremecourt/imgsl.a

spx?filename=41475 last accessed on
January 21, 2017

Generally, the bulk consumers who pay at
relatively higher rates will avail of open
access. Their exit would necessarily have
adverse effect on the finances of the existing
licensee and its ability to cross-subsidise the
vulnerable sections of the society would be
affected.

Cross-subsidy surcharge is a compensation to
the licensee irrespective of whether its line is
used or not. In the absence of open access,
the bulk consumer would have paid tariff
including an element of cross-subsidy for
certain categories of consumers. Such a bulk
consumer situated in any area is bound to

contribute towards subsidising a low-end
consumer of that area.

Judicious determination of cross-subsidy
surcharge is necessary.

Judgment of the Appellate Tribunal for
Electricity, Appeal No. 79 of 2005
dated 2 March 2006, Union of India
(South Central Railways) Vs Andhra
Pradesh
Commission & Others, available at the

Electricity Regulatory

website of the Tribunal at

http://aptel.gov.in/judgements2 html

The tarift for the Railway Traction should be
gradually reduced to cost-to-serve, like cases
of other subsidising categories.
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Judgment of the Appellate Tribunal for
Electricity, Appeal No. 3 of 2005 dated
14 March 2006, Indian Tea Association
& Others Vs Assam State Electricity
Regulatory Commission & Others,
available at the website of the Tribunal
at

http://aptel.gov.in/judgements2.html

Considering the average cost-of-supply
rather than cost-of-supply for subsidising
category of consumers is likely to hide the
extent of cross-subsidy contribution by
different

consumers.

categories of  subsidising

Section 61 of the 2003 Act clearly provides
that the appropriate Commission, while
specitying the terms and conditions for
determination of tariff, shall be guided by the
consideration that the tariff progressively,

reflects the cost of supply of electricity and
also reduces cross-subsidies.

The cost of supply of electricity must be
determined in accordance with the principles
laid down in the Act. Since the relevant data
was not available with the Commission, it
was not possible for it to determine the cost
of supply of electricity.

Judgment of the Appellate Tribunal for
Electricity, Appeal No. 131 of 2005
dated 31 March 2006, Udyog Nagar
Factory Owners Association Vs BSES
Rajdhani Ltd. & Delhi
Electricity Regulatory Commission,

Power

available at the website of the Tribunal
at

http://aptel.gov.in/judgements2 .html

The State
Commissions must notify roadmaps for
achieving the objective that the tariff should
progressively reflect the cost of supply of

Electricity Regulatory

electricity, with a target that latest by the end
of the year 2010-11, tariffs are to be within
+20% of the average cost-of-supply.

A gradual reduction of subsidies every tariff
year will go a long way in achieving the
balance as envisaged by the Act and the
policies.

Cross-subsidies must be reduced

progressively and gradually.

Judgment of the Appellate Tribunal for
Electricity, Appeal No. 130 of 2005
dated 10 July 2006, South East Central
Railways, Chhattisgarh Vs Chhattisgarh
State Electricity Board, available at the
website of the Tribunal at

http://aptel.gov.in/judgements2 html

It is not the intention of the legislation that
the Commission should determine the tariff
based on cost of supply from the date of the
enforcement of the 2003 Act.

It envisages a gradual transition from the
tariff loaded with cross-subsidies to a tariff
reflective of cost of supply to various class

and categories of energy.

Judgment of the Appellate Tribunal for
Electricity, Appeal No. 154 of 2005
dated 24 July 2006, Binani Zinc Ltd. Vs
Kerala State Electricity Board &
Others, available at the website of the

Cross-subsidy between the consumers has to
be tolerated for some time and it has to be
reduced step by step and by degrees.
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Tribunal at

http://aptel.gov.in/judgements2.html

Judgment of the Appellate Tribunal for
Electricity, Appeal No. 224 of 2006
dated 22
Railways

January 2007, Western
Vs

Regulatory Commission & Others,

Gujarat  Electricity

available at the website of the Tribunal
at

http://aptel.gov.in/judgements2 html

Gradual reduction of cross-subsidy is to be
effected so as to achieve the National Tariff
Policy target by 2010-11. While doing so the
Commission should keep in view the
guidelines of tariff fixation as stipulated in
Section 61 of the 2003 Act and also the other

provisions of the National Tariff Policy.

10.

Judgment of the Appellate Tribunal for
Electricity, Appeal Nos. 124 of 2005 &
18 of 2006 dated 2 June 2006, Kashi
Vishwanath Steels Ltd. Vs Uttaranchal
Electricity Regulatory Commission and
Others and Appeal No. 125 & 177 of
2005 dated 2 June 2006, Poddar Alloys
Pvt. Ltd. Vs Uttaranchal Electricity
Regulatory Commission & Another,
available at the website of the Tribunal
at

http://aptel.gov.in/judgements.html

Using the marginal cost of purchase of power
for a particular category of consumers will
perennially result in higher tariff for the
category and is not justified.

There is no justification for the Commission
for using the highest cost of purchase for a
particular category of consumers.

Tarift is to be determined using average
pooled cost of purchase.

11.

Judgment of the Appellate Tribunal for
Electricity, Appeal No. 269 of 2006
dated 23 May 2007, M/s. Poddar Alloys
(P) Ltd., Uttaranchal Vs Uttaranchal
Electricity Regulatory Commission &
Uttaranchal Power Corporation Ltd.
and Appeal No. 12 of 2007 dated 23
May 2007, Kashi Vishwanath Steels
Ltd., Uttaranchal. Vs Uttaranchal
Electricity Regulatory Commission and
Uttaranchal Power Corporation Ltd.,
available at the website of the Tribunal
at

http://aptel.gov.in/judgements.html

The Commission’s approach to recover
cross-subsidy element from Power Intensive
Industries through back-door by using the
highest rate of power purchase is discarded.

The Commission needs to notify the roadmap
with the target milestones to ensure that
latest by the end of the year 2010-11, tariffs
are within +20% of the average cost-of-
supply. The roadmap is required to have the
based the
approach of a gradual reduction in cross-

intermediate milestones on

subsidy.

12.

Judgment of the Appellate Tribunal for
Electricity, Appeal No. 146 of 2007
dated 19 December 2007, Spencer’s
Retail Ltd. Vs Maharashtra Electricity
Regulatory Commission
Maharashtra State Electricity
Distribution Co. Ltd., available at the
website of the Tribunal at

and

http://aptel.gov.in/judgements.html

Cross-subsidy computed as percentage
deviation from the median or average cost-
of-supply inclusive of the cost of costly
supply should continue to be the same with
new tariff if the cross-subsidy contribution is
kept at the same level in percentage and may

not be so in quantum.

Percentage deviation of tariff fixed for
subsidising category of consumers with
respect to average cost-of-supply should
remain constant, if the cross-subsidy is not
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13. | Judgment of the Appellate Tribunal for | e Same as Judgment of the Appellate Tribunal
Electricity, Appeal No. 16 of 2008 for Electricity, Appeal No. 146 of 2007 dated
dated 18 February 2008, Spencer’s 19 December 2007, Spencer’s Retail Ltd. Vs
Retail Ltd. Vs Maharashtra Electricity Mabharashtra Electricity Regulatory
Regulatory Commission and Reliance Commission and  Maharashtra  State
Energy Ltd., available at the website of Electricity Distribution Co. Ltd.
the Tribunal at
http://aptel. gov.in/judgements.html

14. © Judgment of the Appellate Tribunal for ;| ¢ Same as Judgment of the Appellate Tribunal
Electricity, Appeal No. 29, 30, 31, 32, for Electricity, Appeal No. 146 of 2007 dated
33 0f 2008 dated 1 April 2008, Runwal 19 December 2007, Spencer’s Retail Ltd. Vs
Developers Pvt. Ltd. Vs Maharashtra Maharashtra Electricity Regulatory
Electricity Regulatory Commission and Commission and  Maharashtra  State
Maharashtra State Electricity Electricity Distribution Co. Ltd.
Development Co. Ltd., Shoppers Stop
Ltd. Vs Maharashtra Electricity
Regulatory Commission and Reliance
Energy Ltd., Hypercity Retail (India)

Ltd. Vs Maharashtra Electricity
Regulatory Commission and Reliance
Energy Ltd., Shoppers Stop Ltd. Vs
Maharashtra  Electricity ~ Regulatory
Commission and Reliance Energy Ltd.,
Shoppers Stop Ltd. Vs Maharashtra
Electricity Regulatory Commission and
Maharashtra State Electricity
Distribution Co. Ltd., available at the
website of the Tribunal at

http://aptel. gov.in/judgements.html

15. | Judgment of the Appellate Tribunal for | e The intention of the Tariff Policy is to ensure
Electricity, Appeal No. 85 of 2008 that those who are subsidised may pay nearly
dated 6 October 2009, Polyplex the same as the average cost-of-supply but in
Corporation Ltd. Vs  Uttarakhand raising the tariff for this sector the
Electricity Regulatory Commission and Commission should go slow so as not to give
Others, available at the website of the a tariff shock.

Tribunal at e Increasing cross-subsidy is not justified.
http://aptel.gov.in/judgementnew.html

16. | Judgment of the Appellate Tribunal for . e  As long as cross-subsidy is not increased and

Electricity, Appeal No. 8 of 2008 dated
8 November 2010, Binani Zinc Ltd. Vs
Kerala State Electricity Board and
Others, available at the website of the
Tribunal at

http://aptel.gov.in/judgementnew.html

there is a roadmap for its gradual reduction in
consonance with the 2003 Act and the Tariff
Policy, the determination of tariff by the
State Commission on account of existence of
cross-subsidy in the tarift cannot be faulted.

Gradual reduction of cross-subsidy every
year will go a long way in achieving the
balance as envisaged by the Act and the

214




Exhibit 1

SL List of Literature Referred for Key Learnings
No. Judicial and Legal Background
Study
policies.

17.

Judgment of the Appellate Tribunal for
Electricity, Appeal No. 135 of 2010
dated 25 February 2010 / 2011,
Polyplex  Corporation  Ltd. Vs
Uttarakhand  Electricity ~ Regulatory
Commission and Others, available at
the website of the Tribunal at

http://aptel.gov.in/judgementnew.html

The Commission’s order is not interfered
with as it has taken into account the totality
of the situations and circumstances and re-
determined the tariff by lowering down the
continuous supply surcharge and such re-
determination has impacted cross-subsidy
within the permissible limit.

18.

Judgment of the Appellate Tribunal for
Electricity, Appeal No. 41, 42 and 43 of
2010 dated 31 January 2011, Polyplex
Vs  Uttarakhand
Electricity Regulatory Commission and
Uttarakhand Power Corporation Ltd.,
available at the website of the Tribunal

Corporation  Ltd.,

at

http://aptel.gov.in/judgementnew.html

The main object and reason of the reform
legislation was to distance the role of the
government in fixation of tariff and to allow
tariff determination by an independent
regulatory authority which will follow a
transparent process. This is at the very core

of the reform legislation.

There is no scope for the State Government
to issue policy directions on taritf matters.

In the legislative scheme relating to tariff, the
role of State Government is only envisaged
on the issue of subsidy as provided under
Section 65 of the 2003 Act.

The State Government, in order to ensure
increase in tariff of industrial consumers
without affecting the agricultural, domestic
and government installations, devised a

scheme of policy direction.

This was mainly intended to strengthen the
position of the State Commission to insulate
the order from any challenge since the same
was purportedly based on the cost allocation
principle.

The State Commission is not justified in
allocating only high cost of power to the
subsidising consumer category without
adjusting the other costs which will be lower

for them.

19.

Judgment of the Appellate Tribunal for
Electricity, Appeal No. 4, 13, 14, 23,
25, 26, 35, 36, 54 & 55 of 2005 dated
26 May 2006, Siel Ltd. Vs The Punjab
State Electricity
Commission, Punjab State Electricity
Board, State of Punjab through the
Secretary , available at the website of
the Tribunal at

Regulatory

A situation cannot be allowed to develop
where cost of electricity cannot be recovered
in a reasonable manner and the tariff is not
brought progressively to the level of cost of
supply of electricity.

Though it is desirable that cross-subsidies are
reduced through every tariff order but in a
given situation, it may not be possible, as
long as cross-subsidy is not increased and

there is a roadmap for its gradual reduction in
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http://aptel.gov.in/judgements2.html

consonance with Section 61(g) of the 2003
Act and the National Tariff Policy.

Section 61(g) of the 2003 Act envisages a
gradual transition from the tariff loaded with
cross-subsidies to a tariff reflective of cost of
supply to various class and categories of
consumers.

Keeping in view the provisions of Section
61(g) of the 2003 Act, which requires tariff
to ultimately reflect the cost of supply of
electricity and the National Tariff Policy,
which requires tariff to be within +20% of
the average cost-of-supply, the Commission
must determine the cost of supply, as that is
the goal set by the Act.

20.

Judgment of the Appellate Tribunal for
Electricity, Appeal No. 102, 103, 112 of
2010 dated 30 May 2011, Tata Steel
Ltd. Vs Orissa Electricity Regulatory
Commission, North Eastern Electricity
Supply Alloys
Corporation Ltd. Vs Orissa Electricity

Company, Ferro
Regulatory Commission, North Eastern
Electricity Supply Company. Balasore
Alloys Ltd. Vs
Regulatory Commission, North Eastern

Orissa Electricity

Electricity Supply Company, available
at the website of the Tribunal at

http://aptel.gov.in/judgementnew.html

If strict commercial principles are followed,
then the tariffs have to be based on the cost
to supply a consumer category. However, it
is not the intent of the Act after the
amendment in the year 2007 (Act 26 of
2007) that the tarift should be the mirror
image of the cost of supply of electricity to a
category of consumer.

The cross-subsidy for a consumer category is

the difference between cost to serve that

category of consumers and average tariff

realization of that category of consumers.

While the cross-subsidies have to be reduced
progressively and gradually to avoid tariff
shock to the subsidised categories, the cross-
subsidies may not be eliminated.

The tariffs should be within +20% of the
average cost-of-supply by the end of 2010-11
to achieve the objective that the tariff
progressively reflects the cost of supply of
electricity.

The
reduced but should not be increased for a

cross-subsidies may gradually be

category of subsidising consumer.

The cost to _supply a consumer category is

not the same as average cost-of-supply for

the distribution system as a whole and

average cost-of-supply cannot be used in

calculation of cross-subsidy instead of cost-
to-supply.

The word “average” preceding the words
“cost of supply” is absent in Section 61(g) of
the 2003 Act. The omission of the word
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“average” 1s significant. It indicates that the
cost-of-supply means the actual cost of
supply.

Cross-subsidy is the difference between the
tariff fixed by the State Commission and the
actual cost of supply.

It is not prudent to wait indefinitely for
availability data. A
formulation should be initiated, which takes

of entire simple

into account the major cost element to a great
extent to reflect the cost-of-supply.

should be
determined taking into account major cost

Voltage-wise  cost-of-supply
elements which would be applicable to all
categories of consumers connected to the
same voltage level at different locations in
the distribution system.

21.

Judgment of the Appellate Tribunal for
Electricity, Appeal No. 57, 67, 68, 69,
70, 71, 72, 73 of 2011 dated 2
September 2011, Vishal Ferro Alloys
Ltd. & Others Vs Orissa Electricity
Regulatory  Commission,  Western
Electricity Supply Company, available

at the website of the Tribunal at

http://aptel.gov.in/judgementnew.html

The State Commission is required to

determine voltage wise cost-of-supply.

Cross-subsidy is to be calculated on the basis
of cost of supply to the consumer category.

Cross-subsidy is not to be increased but
reduced gradually.

Tarift of each of the consumer categories is
to be within +20% of the average cost-of-

supply.

22.

Judgment of the Appellate Tribunal for
Electricity, Appeal Nos. 57 of 2008,
155 of 2007, 125 of 2008, 45 of 2010,
40 of 2010, 196 of 2009, 199 of 2009,
163 0f2010, 6 0of 2011 and 144 of 2010
dated 11 January 2012, Siel Ltd. Vs
The
Commission, Punjab State Electricity
Board, State of Punjab, available at the
website of the Tribunal at

Punjab Electricity Regulatory

http://aptel.gov.in/judgementnew.html

Direction on category wise cost-of-supply

and setting limit of consumption for

subsidised consumers for which support
through cross-subsidy may be provided.

23.

Judgment of the Appellate Tribunal for
Electricity, Appeal No. 11 of 2011,
dated 17 January 2012, Northern
Railway Vs Haryana Electricity
Regulatory Commission, Uttar Haryana
Bijli Vitran Nigam Ltd., Dakshin
Haryana Bijli Vitran Nigam Ltd.,
available at the website of the Tribunal

at

The Commission is required to undertake a
serious exercise for determination of cost of
supply and since this has not been reportedly
done, the Commission is again directed to go
into the exercise.
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http://aptel.gov.in/judgementnew.html

24. ¢ Judgment of the Appellate Tribunal for | e The crux of the issue of this Appeal is

Electricity, Appeal Nos.52, 67, 68, 69 whether the “cross-subsidy in tariff” is
of 2011 dated 2 January 2013, Ferro required to be determined based on “voltage
Alloys Corporation Ltd. Vs Odisha wise cost of supply” or “average cost of
Electricity Regulatory Commission, supply”.
North  Eastern  Electricity  Supply Reference of the matter to the Full Bench of
Company, available at the website of the Tribunal as there is apparently a
the Tribunal at judgment of Odisha which does not concur
http://aptel.gov.in/judgementnew.html with the Appellate Tribunal’s judgment.

25. | Judgment of the Appellate Tribunal for | ® The State Commission is directed to
Electricity, Appeal Nos. 14, 26 and 27 determine cross-subsidy based on cost of
of 2011 dated 10 May 2012, Bihar supply at different voltage levels within next
Industries  Association Vs  Bihar 6 months.

Electricity Regulatory Commission,
Bihar State Electricity Board, available
at the website of the Tribunal at
http://aptel. gov.in/judgementnew.html

26. i Judgment of the Appellate Tribunal for - e There is wide difference in cost of supply at
Electricity, Appeal Nos. 13 and 198 of 11 kV and 132/220 kV and keeping uniform
2010 and 42 of 2011 dated 26 July, tariff for all consumers of same category
2012, Ispat Industries [Ltd. Vs receiving supply at any voltage from 11 kV
Maharashtra State Electricity to 220 kV is not correct.

Distribution  Co. Ltd., Maharashtra = The State Commission should consider
Electricity Regulatory = Commission, creation of separate category for Extra High
available at the website of the Tribunal Voltage consumers in future tariff order.

at

http://aptel. gov.in/judgementnew.html

27. i Judgment of the Appellate Tribunal for - e As seen from the first proviso to Section
Electricity, Appeal No. 28 of 2005 42(2) of the 2003 Act, surcharge is to be
dated 29 March, 2006, Kalyani Steels imposed for open access, in addition to the
Ltd. Vs Karnataka Power Transmission charges for wheeling. Therefore, even if
Corporation Ltd. and Others, available wheeling charges are not payable, the open
at the website of the Tribunal at access consumer has to pay cross-subsidy
http://aptel.gov.in/judgements. html surcharge.

e Cross-subsidy surcharge is payable even
when dedicated transmission lines are used.

28. | Judgment of the Appellate Tribunal for = e  Supply of electricity may be made from the

Electricity, Appeal Nos. 20 of 2007 &
77 of 2007 and IA No.99/07 dated 22
August 2007, Universal Cables Ltd.,

Satna Cement Works Vs Madhya
Pradesh Electricity Regulatory
Commission, M.P. Poorva Kshetra

Vidyut Vitaran Co. Ltd., available at

captive power plants subject to the payment
of charges under Section 42 of the 2003 Act.

Cross-subsidy surcharge is payable even
when dedicated transmission lines are used.
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the website of the Tribunal at

http://aptel.gov.in/judgements.html

29. i Judgment of the Appellate Tribunal for - e A dedicated transmission line can go from
Electricity, Appeal No. 139 & 140 of the captive generating station to a load centre
2007 dated 20 May 2009, Nalwa Steel and such load centre can also be a consumer.
and Power Ltd. Vs Chhattisgarh State
Power Distribution Co. Ltd.,
Chhattisgarh State Electricity
Regulatory Commission, Jindal Steel &
Power Ltd., available at the website of
the Tribunal at
http://aptel.gov.in/judgementnew.html

30. | Judgment of the Appellate Tribunal for | e Underlying philosophy behind levy of
Electricity, Appeal No. 20 of 2009 surcharge is that the consumer must
dated 3 September 2009, OCL India compensate for the loss of cross-subsidy to
Ltd. Vs Orissa Electricity Regulatory the distribution licensee.
Commission and Others, available at
the website of the Tribunal at
http://aptel.gov.in/judgementnew.html

31. . Judgment of the Appellate Tribunal for | ® Cross-subsidy surcharge is a charge to be
Electricity, Appeal No. 119 & 125 of paid in compensation to the distribution
2009 dated 9 February 2010, licensee irrespective of whether its line is
Chhattisgarh State Power Distribution used or not in view of the fact that but for the
Co. Ltd. Vs Aryan Coal Benefications open access the consumers would have taken
Pvt. Ltd., Aryan Coal Benefications the quantum of power from the licensee and
Pvt. Ltd. Vs Chhattisgarh State in the result, the consumer would have paid
Electricity Regulatory ~Commission, tariff applicable for such supply which would
Chhattisgarh State Power Distribution include an element of cross-subsidy of
Co. Ltd., available at the website of the certain other categories of consumers.
Tribunal at
http://aptel.gov.in/judgementnew.html

32. | Judgment of the Appellate Tribunal for | e Cross-subsidy surcharge, which is referred to
Electricity, Appeal Nos. 32, 33 & 118 in the proviso to Section 42(2) of the 2003
of 2009 dated 28 April 2010, Act, is a compensatory charge. It does not
Chhattisgarh State Power Distribution depend wupon use of the distribution
Co. Ltd. Vs Salasar Steel & Power Ltd., licensee’s lines.
Chhattisgarh State Electricity Cross-subsidy ~ surcharge is  payable
Regulatory Commission, available at irrespective of whether the lines of the
the website of the Tribunal at distribution licensees are used or not.
http://aptel.gov.in/judgementnew.html

33.  Judgment of the Appellate Tribunal for | ¢ The concept of open access is not necessarily

Electricity, Appeal Nos., 193 of 2011
dated 3 October 2012, DLF Utilities
Ltd. Vs Haryana Electricity Regulatory
Commission, Dakshin Haryana Bijli
Vitran Nigam Ltd., available at the

limited to the wusage of the licensee’s
network.
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website of the Tribunal at

http://aptel.gov.in/judgementnew.html

34. | Judgment of the Appellate Tribunal for | @ Determination of category wise cost-of-
Electricity, Appeal Nos., 200 of 2011 supply is what is contemplated in the Act,
dated 4 October 2012, Maruti Suzuki and definitely this has not been done by the
India Ltd. Vs Haryana Electricity State Commission.

Regulatory ~ Commission,  Dakshin As per Regulations, cross-subsidy surcharge

Haryana Bijli Vitran Nigam Ltd, is computed as difference between category

available at the website of the Tribunal wise cost-of-supply and average revenue

at recovery rate from that particular category.

http://aptel.gov.in/judgementnew.html The formula on calculation of cross-subsidy
surcharge provided in the Tariff Policy need
not necessarily be followed.

35. | Judgment of the Appellate Tribunal for ;| e Cross-subsidy for a particular category is to
Electricity, Appeal No. 182 of 2011 be calculated as difference between (i) the
dated 30 May 2012, Rajasthan Steel tariff applicable to the relevant category of
Chambers & Others Vs Rajasthan consumers and (ii) the cost of the distribution
Electricity Regulatory Commission, licensee to supply electricity to the
Jaipur Vidyut Vitran Nigam Ltd., consumers of the applicable class.
available at the website of the Tribunal
at
http://aptel. gov.in/judgementnew.html

36. . Judgment of the Appellate Tribunal for | ¢  Same as Judgment of the Appellate Tribunal
Electricity, Appeal No. 39 of 2012 for Electricity, Appeal Nos., Appeal No. 182
dated 20 August, 2012, Rajasthan of 2011 dated 30 May 2012, Rajasthan Steel
Engineering  College Society Vs Chambers & Others Vs Rajasthan Electricity
Rajasthan  FElectricity =~ Regulatory Regulatory Commission, Jaipur Vidyut
Commission, Jaipur Vidyut Vitran Vitran Nigam Ltd.

Nigam Ltd, available at the website of
the Tribunal at
http://aptel. gov.in/judgementnew.html

37. . Judgment of the Appellate Tribunal for | e  Judgment provides tariff break-up including
Electricity, Appeal No. 171 of 2010 cross-subsidy (as difference between average
dated 5 August 2011, West Electric cost-of-supply and revenue expected from a
Supply Company Ltd. Vs Orissa category).

Electricity Regulatory Commission,
OCL Iron and Steel Ltd.,, Gnd
Corporation of India, OCL India Ltd.,
available at the website of the Tribunal
at
http://aptel.gov.in/judgementnew.html
38. | Judgment of the Appellate Tribunal for | © Where a consumer requires supply from

Electricity, Appeal No.132, 133, 139,
144 and 164 of 2011 dated 21
December 2012, Tata Power Company

Ltd. Vs Maharashtra  Electricity

another distribution licensee other than the
distribution licensee with whom the said
consumer is currently connected, he is

required to pay wheeling charge and
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Regulatory Commission and Others,
available at the website of the Tribunal
at

http://aptel.gov.in/judgementnew.html

additional surcharge for the use of the
network of the first distribution licensee to
the said first distribution licensee.

The cross-subsidy surcharge is essentially a
charge to allow the distribution licensee to
recover some part of the loss of cross-
subsidy that the subsidising change-over
consumers would otherwise have
contributed. Such recovery is essential not
only for the

distribution

finances of the wheeling
but the
protection of the remaining consumers of the

licensee also for

wheeling  distribution  licensee, = who
otherwise would have to bear the loss of

cross-subsidy.

Imposition of the cross-subsidy surcharge for
the protection of the wheeling distribution
that the State
Commission was constrained to do so to

licensee would show
protect the interest of the consumers as well

as the interest of the distribution licensees.

39.

Judgment of the Appellate Tribunal for
Electricity, Appeal Nos.
169,170,171,172 of 2005 & 248 and
249 of 2006 dated 5 July 2007, RVK
Energy Pvt. Ltd. Vs Central Power
Distribution Co. of Andhra Pradesh
Ltd., Southern Power Distribution Co.
of Andhra Pradesh Ltd., Northern
Power Distribution Co. of Andhra
Pradesh Ltd., Eastern Power
Distribution Co. of Andhra Pradesh
Ltd., Andhra
Regulatory Commission, available at
the website of the Tribunal at

Pradesh  Electricity

http://aptel.gov.in/judgements.html

Cross-subsidy surcharge need not measure
up to or be equal to the current level of cross-
subsidy.

The Policies have been issued under Section
3 of the 2003 Act. It has a statutory flavor.
The Regulatory Commission is required to
abide by the National Electricity Policy and
Tarift Policy the
Government they are

issued by Central

as long as in

consonance with the Act.

All the Regulatory Commissions while fixing
wheeling charges, cross-subsidy surcharge
and additional surcharge, if any, shall have
regard to the spirit of the Act as manifested
by its Preamble. The charges shall be
reasonable as would result in promoting
competition.
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Exhibit 4

Load Curves for Cost of Supply Study

High Tension / High Voltage (HT)

4.1. HT Supply at 33 KV excluding Metro Railways
Figure 4.1.1: Daily Load Curves for HT Supply at 33 KV excluding Metro Railways
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Figure 4.1.2: Derived Curve for HT Supply at 33 KV excluding Metro Railways
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Exhibit 4

4.2. HT Supply at 33 KV for Metro Railways
Figure 4.2.1: Daily Load Curves for HT Supply at 33 KV for Metro Railways

Daily Load Curves Load Factor: 39%
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Figure 4.2.2: Derived Curve for HT Supply at 33 KV for Metro Railways
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Exhibit 4

4.3. HT Industrial Supply below 33 KV (11 KV and 6 KV)

Figure 4.3.1: Daily Load Curves for HT Industrial Supply below 33 KV (11 KV and 6 KV)

Daily Load Curves Load factor: 60%
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Figure 4.3.2: Derived Curve for HT Industrial Supply below 33 KV (11 KV and 6 KV)
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Exhibit 4

4.4. HT Commercial Supply below 33 KV

Figure 4.4.1: Daily Load Curves for HT Commercial Supply below 33 KV
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Figure 4.4.2: Derived Curve for HT Commercial Supply below 33 KV
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Exhibit 4

4.5. HT Public Water Works Supply below 33 KV

Figure 4.5.1: Daily Load Curves for HT Public Water Works Supply below 33 KV

Daily Load Curves Load Factor: 50%
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Figure 4.5.2: Derived Curve for HT Public Water Works Supply below 33 KV
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Exhibit 4

4.6. HT Domestic and Co-operative Supply below 33 KV

Figure 4.6.1: Daily Load Curves for HT Domestic and Co-operative Supply below 33 KV

Load factor: 33%

Dally Load Curves Consumption for the period: 134 MU

100000

91430.05

90000

80000

70000

60000

50000

in kw

40000

30000

20000

10000

0
00:30 02:30 04:30 06:30 08:30 10:30  12:30  14:30 1630 1830 20:30 22:30

inhrs

Figure 4.6.2: Derived Curve for HT Domestic and Co-operative Supply below 33 KV
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Exhibit 4

4.7. HT Supply below 33 KV for Tramways

Figure 4.7.1: HT Supply below 33 KV for Tramways
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Figure 4.7.2: Derived Curve for HT Supply below 33 KV for Tramways
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Exhibit 4

4.8. HT Supply below 33 KV for Construction Power, Sports Complex
and Educational Institutions

Figure 4.8.1: Daily Load Curves for HT Supply below 33 KV for Construction Power, Sports
Complex, Auditorium and Educational Institutions

Daily Load Curves Load factor: 35%
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Figure 4.8.2: Derived Curve for HT Supply below 33 KV for Construction Power, Sports
Complex, Auditorium and Educational Institutions
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Exhibit 4

4.9. HT Supply to a Licensee
Figure 4.9.1: Daily Load Curves for HT Supply to a Licensee

Daily Load Curves Load factor: 49%
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Figure 4.9.2: Derived Curve for HT Supply to a Licensee
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Exhibit 4

Low Tension / Low Voltage (LT)

4.10. LT Supply to Lifeline Consumers

Figure 4.10.1: Daily Load Curves for LT Supply to Lifeline Consumers
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Figure 4.10.2: Derived Curve for LT Supply to Lifeline Consumers
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Exhibit 4

4.11. LT Domestic Supply

Figure 4.11.1: Daily Load Curves for LT Domestic Supply

Daily Load Curves Load Factor:50%
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Figure 4.11.2: Derived Curve for LT Domestic Supply
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Exhibit 4

4.12. LT Commercial Supply

Figure 4.12.1: Daily Load Curves for LT Commercial Supply

Dl Load Curves Load Factor: 37%
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Figure 4.12.2: Derived Curve for LT Commercial Supply
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Exhibit 4

4.13. LT Industrial Supply

Figure 4.13.1: Daily Load Curves for LT Industrial Supply

Dally Load Curves Load Factor 51%
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Figure 4.13.2: Derived Curve for LT Industrial Supply
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Exhibit 4

4.14. LT Supply to Public Waterworks, Government Hospitals and

Educational Institutions

Figure 4.14.1: Daily Load Curves for LT Supply to Public Waterworks, Government Hospitals
and Educational Institutions
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Figure 4.14.2: Derived Curve for LT Supply to Public Waterworks, Government Hospitals and
Educational Institutions
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Exhibit 4

4.15. LT Supply to Public Bodies

Figure 4.15.1: Daily Load Curves for LT Supply to Public Bodies

Daily Load Curves Load Factor:36%
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Figure 4.15.2: Derived Curve for LT Supply to Public Bodies
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Exhibit 4

4.16. LT Short Term Supply

Figure 4.16.1: Daily Load Curves for LT Short Term Supply
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Exhibit 5

From: Rakesh Nath, Former Chairperson,
CEA & Ex-officio Secretary to GOI
and Member, APTEL

To: Ms. Gargi Chatterjea, F.C.A.
Chief, Corporate Regulatory Affairs
CESC Limited
CESC House
Chowringhee Square 17t July, 2016
Kolkata 700001

Dear Ms Chatterjea,

Thank you for sending me a copy of your Cost-of-Supply model which you have developed in
connection with your research work under the University of Petroleum and Energy Studies,

Dehradun as a PhD scholar.

| have since examined the model and consider the same to be an effective tool for
determination of cost-of-supply of electricity for various types of consumers namely
domestic, commercial and industrial etc., both for High Tension and Low Tension categories.

| have noted that following important relevant factors have been taken into account.

e Voltage wise classification

e Independent load curves for all important categories, with due consideration of class
peak and co-incident peak demands

e Fair allocation matrix

e Segregation of various functional costs
You may like to build to your thesis around this model.
With best wishes,
Yours sincerely

CVPre—

(RAKESH NATH)
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Exhibit 5

S Gl

Leadership through Learning 5
™/ GOLDEN
K. BALARAMA REDDI = ggnn.m«:

FORMER CHAIRMAN, APSEB

SENIOR CONSULTANT, ASCI
22" July, 2016

Smt. Gargi Chatterjea

Chief, Corporate Regulatory Affairs
CESC Limited, CESC House
Chowringhee Square

Kolkata 700001

Email ID: gargi.chatteriea@rp-sg.in

Madam,
Sub: Model on Cost of Supply — Reg.

The worksheet containing the cost-of-supply model developed by you, in connection with

your research work as a PhD scholar, has been examined at our end.

We find that the model to be comprehensive. The following features are improvements

over available cost-of-supply studies in India.

a) A detailed cost of supply study has been attempted across both categories and
segments i.e. consumption slébs.
b) The study is based upon independent load curves of all important tariff categories.
Load data is extensively covered over a 6-month period.
¢) Data for peak load is also available and appropriately factored in.
d) Due consideration has been given to class peak and co-incident peak demands.
e) Voltage wise classification is based on metered data.
f) Sound principles have been adopted for cost allocation, including segregation of
various functional costs.
We are of the opinion that there is a high likelihood of utilities across India benefitting
from this cost-of-supply model, in case they choose to adopt the basis / principles

developed through your study.

Yours sincerely,

W

K. BALARAMA REDDI

ADMINISTRATIVE STAFF COLLEGE OF INDIA

Bella Vista, Hyderabad - 500 082, A.P. (Indiq)
Phones: 0091-040-6653 4237 Mobile: 098490 66219 Fax: 0091-040- 2330 7442 | 66534356 /2331 2954
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wxnipit o5

Electricity Tariff in India: Development of a Suggested Approach

Determination based on Cost of Supply

The existence of cross-subsidy in the fixation of consumer electricity tariffs has stood in the way of
Distribution and Retail Supply Licenses becoming efficient in their operations. The problem arises largely
on account of improper allocation of costs by these licensees to their customers and accordingly in fixing
the tariffs. As a public utility these licensees often had inappropriate tariff structures that did not cover
costs and functioned on the centrality of cross-subsidy between high voltage consumers and low voltage
consumers, the latter consisting of the life-line and domestic consumers and the former of industries
and large consumers.

The study of estimating cross-subsidy is imminent if the reforms in the power sector has to progress. As
the term suggests cross-subsidy is the recovery of costs of one category of consumers from another.
Two important dimensions such a study would help is: i) identification of the cost and measurement of
cross —subsidy and ii) ways to rationalize if not eliminate cross-subsidy.

Basic to an analysis of cross-subsidy is to allocate the costs of power purchase by distribution licensees,
their transmission and distribution to customers in proportion to the costs a customer inflicts on the
company. Public utilities normally prefer to use the average cost of supply. This would be averaging of
costs at the three or four levels that power traverses before reaching the end consumer by the number
of units consumed in the several categories HT-level and LT-level. While easy to calculate it does not
capture the cost of supply to each consumer category. The CoS model is based on the simple concept
that a distribution licensee purchases power to meet requirements of coincident peak demand. The
customer category whose demand has the maximum contribution to coincident peak demand is the
most important category in terms of cost recovery. Prices to this category must reflect the contribution
of the consumer category. Other costs including losses, billing and maintenance are then distributed.

The Cos Model depends on the availability of load curves and the estimation of coincident demand.
Metering and billing data for each customer is equally important. The costs so allocated are scientific
and the tariffs so arrived are known as the full-cost tariffs. The decision to charge a customer full cost
tariffs or to take into consideration capacity-to-pay is a separate exercise.

The Model developed by Ms. Gargi Chatterjee has been put to test in several countries and in Andhra
Pradesh. The methodology of: Functionalization of costs; Classification of costs; and Metered data to
arrive at cross-subsidy is appropriate. The significance of the model lies not only in the methodology but
the use of accurate date based on load curve studies. No such study on a pure cost to supply has been
undertaken in India. Her robust data base further adds credence to the model. Another improvement
over the models available in India lies in the fact that apart from segmentation on the basis of nature of
supply (i.e. category-wise segregation), it has also done a consumption-level wise segregation, thereby
capturing both the Lifeline and low-domestic segment as well higher consumption domestic segments.
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Exhibit §

I have looked at the model and validate the methodology on the basis of my experience with the power

sector.

Dr. Geeta Go
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Exhibit 7

Table 7.1: Definition of Lifeline Category for 55 Distribution Licensees

across Major Indian States

SL State
State
No. No
1. 1. Odisha
5 5 Uttara-
’ khand
3. 3. Jharkhand
4 4 West
Bengal
5. 1. Odisha
6. 1. Odisha
7. 1. Odisha
West
8 4.
Bengal
9. 5. Bihar
10. 6. Gujarat

Definition of Lifeline or
BPL Customer

Licensee! Maximum Maximum
Monthly
i Connected
Consumption
. Load
Unit
SOUTHCO 30 kWh Not defined
UPCL 30 kWh 1 KW
JBVNL Not separately defined
(bvC Not separately defined
NESCO 30 kWh Not defined
WESCO 30 kWh Not defined
CESU 30 kWh Not defined
DPL 25 kWh 0.3 KW
NBPDCL 30 kWh 0.1 KW
UGVCL 30 kWh Not defined

Respective State
Electricity Regulatory
Commission’s Order
Reference

Odisha Electricity
Regulatory Commission
Order dated 23.03.2015

Uttarakhand Electricity
Regulatory Commission
Order dated 11.04.2015

Jharkhand State
Electricity Regulatory
Commission Order dated
14.12.2015

West Bengal Electricity
Regulatory Commission
Order dated 25.05.2015

Odisha Electricity
Regulatory Commission
Order dated 23.03.2015

Odisha Electricity
Regulatory Commission
Order dated 23.03.2015

Odisha Electricity
Regulatory Commission
Order dated 23.03.2015

West Bengal Electricity
Regulatory Commission
Order dated 26.06.2015

Bihar Electricity
Regulatory Commission
Order dated 16.03.2015

Gujarat Electricity
Regulatory Commission
Order dated 31.03.2015

! Full names of the distribution licensees are available in the List of Abbreviations of the thesis. Further
details of the chosen licensees are in Table 2.1 and Table 3.1 of the thesis.
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SIL.

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

State

10.

10.

11.

12.

10.

11.

13.

State

Himachal
Pradesh

Bihar

Uttar
Pradesh

Kerala

Madhya
Pradesh

Madhya
Pradesh

Karnataka

Andhra
Pradesh

Madhya
Pradesh

Karnataka

Telangana

Licensee!

HPSEBL

SBPDCL

PuVVNL

KSEB

East Discom

West Discom

CESC -
Karnataka

APSPDCL

Central
Discom

GESCOM

TSSPDCL

Definition of Lifeline or
BPL Customer

Maximum .

Maximum

Monthly
i Connected

Consumption
. Load
Unit
60 kwh Not defined
30 kWh 0.1 KW

150 kWh Not defined

40 kWh 1 KW

Not separately defined

Not separately defined

30 kWh Not defined

Not separately defined

Not separately defined

30 kWh Not defined

Not separately defined
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Respective State
Electricity Regulatory
Commission’s Order
Reference

Himachal Pradesh
Electricity Regulatory
Commission Order dated
10.04.2015

Bihar Electricity
Regulatory Commission
Order dated 16.03.2015

Uttar Pradesh Electricity
Regulatory Commission
Order dated 18.06.2015

Kerala State Electricity
Regulatory Commission
Order dated 14.08.2014

Madhya Pradesh
Electricity Regulatory
Commission Order dated
17.04.2015

Madhya Pradesh
Electricity Regulatory
Commission Order dated
17.04.2015

Karnataka Electricity
Regulatory Commission
Orders dated 02.03.2015

Andhra Pradesh
Electricity Regulatory
Commission Order dated
23.03.2015

Madhya Pradesh
Electricity Regulatory
Commission Order dated
17.04.2015

Karnataka Electricity
Regulatory Commission
Orders dated 02.03.2015

Telangana State
Electricity Regulatory
Commission Order dated
27.03.2015



SIL.

22.

23.

24.

25.

26.

27.

28.

29.

30.

31.

32.

33,

State

11.

12.

11.

14.

15.

11.

16.

17.

State

Gujarat

Jharkhand

Karnataka

Andhra
Pradesh

Karnataka

Chhattis-
garh

Rajasthan

Uttar
Pradesh

Karnataka

Tamil
Nadu

Punjab

Uttar
Pradesh

Licensee!

PGVCL

TSL -
Jamshedpu

MESCOM

APEPDCL

HESCOM

CSPDCL

JdVVNL

DVVNL

BESCOM

TANGEDCO

PSPCL

PVVNL

Definition of Lifeline or
BPL Customer

Maximum .
Maximum
Monthly
i Connected
Consumption
. Load
Unit

30 kWh Not defined

Not separately defined
30 kWh Not defined

Not separately defined
30 kWh Not defined
40 kWh Not defined
50 kWh Not defined

150 kWh 1 KW
30 kWh Not defined

Not separately defined

200 kWh 1 KW

150 kWh 1 KW
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Respective State
Electricity Regulatory
Commission’s Order
Reference

Gujarat Electricity
Regulatory Commission
Order dated 31.03.2015

Jharkhand State
Electricity Regulatory
Commission Order dated
31.05.2015

Karnataka Electricity
Regulatory Commission
Orders dated 02.03.2015

Andhra Pradesh
Electricity Regulatory
Commission Order dated
23.03.2015

Karnataka Electricity
Regulatory Commission
Orders dated 02.03.2015

Chhattisgarh State
Electricity Regulatory
Commission Order dated
23.05.2015

Rajasthan Electricity
Regulatory Commission
Order dated 20.02.2015

Uttar Pradesh Electricity
Regulatory Commission
Order dated 18.06.2015

Karnataka Electricity
Regulatory Commission
Orders dated 02.03.2015

Tamil Nadu Electricity
Regulatory Commission
Orders dated 11.12.2014

Punjab State Electricity
Regulatory Commission
Orders dated 05.05.2015

Uttar Pradesh Electricity
Regulatory Commission
Order dated 18.06.2015



SIL.

34.

35.

36.

37.

38.

39.

40.

41.

42.

43.

44.

45.

46.

State

15.

15.

13.

18.

19.

20.

State

Gujarat

Rajasthan

Rajasthan

Telangana

Maha-
rashtra

West
Bengal

Gujarat

Tripura

West
Bengal

Uttar
Pradesh

Assam

West
Bengal

Gujarat

Licensee!

MGVCL

JVVNL

AVVNL

TSNPDCL

MSEDCL

IPCL

DGVCL

TSECL

WBSEDCL

MVVNL

APDCL

CESC

TPL — Surat

Definition of Lifeline or
BPL Customer

Maximum .
Maximum
Monthly
i Connected
Consumption
. Load
Unit
30 kWh Not defined
50 kWh Not defined
50 kWh Not defined
Not separately defined
30 kWh 0.1 KW
25 kWh 0.3 KW
30 kWh Not defined
15 kWh 0.12 KW
25 kWh 0.3 KW
150 kWh 1 KW
30 kWh 0.5 KW
25 kWh 0.3 KW
30 kWh Not defined
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Respective State
Electricity Regulatory
Commission’s Order
Reference

Gujarat Electricity
Regulatory Commission
Order dated 31.03.2015

Rajasthan Electricity
Regulatory Commission
Order dated 20.02.2015

Rajasthan Electricity
Regulatory Commission
Order dated 20.02.2015

Telangana State
Electricity Regulatory
Commission Order dated
27.03.2015

Mabharashtra Electricity
Regulatory Commission
Order dated 26.06.2015

West Bengal Electricity
Regulatory Commission
Order dated 26.12.13

Gujarat Electricity
Regulatory Commission
Order dated 31.03.2015

Tripura State Electricity
Regulatory Commission
Order dated 22.11.2014

West Bengal Electricity
Regulatory Commission
Order dated 10.08.2015

Uttar Pradesh Electricity
Regulatory Commission
Order dated 18.06.2015

Assam Electricity
Regulatory Commission
Order dated 24.07.2015

West Bengal Electricity
Regulatory Commission
Order dated 10.08.2015

Gujarat Electricity
Regulatory Commission
Order dated 31.03.2015



SIL. State
No. | No.
47. 6.
48. 21.
49. 8.
50. 22.
51. 22.
52. 22.
53. 18.
54. 18.
55. 18.
Comment:

State

Gujarat

Haryana

Uttar
Pradesh

Delhi

Delhi

Delhi

Maha-
rashtra

Maha-
rashtra

Maha-
rashtra

Definition of Lifeline or
BPL Customer

Licensee! Maximum Maximum
Monthly
i Connected
Consumption
. Load
Unit
TPL -
30 kWh Not defined
Ahmedabad ordetine
UHBVNL and
DHBVNL Not separately defined
NPCL 150 kWh 1 KW
BYPL Not separately defined
BRPL Not separately defined
TPDDL Not separately defined
Rinfra 30 kWh 0.1 KW
TPC 30 kWh 0.1 KW
BEST 30 kWh 0.1 KW

Exhibit 7

Respective State
Electricity Regulatory
Commission’s Order
Reference

Gujarat Electricity
Regulatory Commission
Order dated 31.03.2015

Haryana Electricity
Regulatory Commission
Order dated 07.05.2015

Uttar Pradesh Electricity
Regulatory Commission
Order dated 18.06.2015

Delhi Electricity
Regulatory Commission
Orders dated 29.09.2015

Delhi Electricity
Regulatory Commission
Orders dated 29.09.2015

Delhi Electricity
Regulatory Commission
Orders dated 29.09.2015

Mabharashtra Electricity
Regulatory Commission
Order dated 26.06.2015

Mabharashtra Electricity
Regulatory Commission
Order dated 26.06.2015

Mabharashtra Electricity
Regulatory Commission
Order dated 28.08.2013

Table 7.1 is developed from secondary data in public domain detailed above (Tariff / true-up

(APR) Order(s) and relevant notifications) and other government / licensee sources. Detailed

information of relevant websites are available in Table 2.1 of the thesis. Varied lifeline

definitions have been observed in the tariff schedules of the licensees. While some have gone

by the definition of the National Policy instruments and fixed 30 kWh monthly consumption as

lifeline, there are outliers (Tripura — 15 kWh monthly consumption, Punjab — 200 kWh monthly

consumption). Some others (Uttarakhand, West Bengal and Bihar) additionally have connected

load built in definition. Lifeline category is not separately defined in the tariff schedules of

Andhra Pradesh, Haryana, Madhya Pradesh, Tamil Nadu, Telangana, JTharkhand and Delhi.
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