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Al: INTRODUCTION

Jharkhand State Electricity Regulatory Commission (JSERC)

1.1 The Jharkhand State Electricity Regulatory Commission (herein after referred to as the
“JSERC” or “the Commission”) was established by the Government of Jharkhand under
Section 17 of the Electricity Regulatory Commission Act, 1998 on August 22, 2002. The
Commission became operational w.e.f. April 24, 2003. The Electricity Act, 2003
(hereinafter referred to as “the Act” or “EA, 2003”) came into force w.e.f. June 10, 2003;
and the Commission is now deemed to have been constituted and functioning under the
provisions of the Act.

1.2 The Government of Jharkhand vide its notification dated 22.08.2002 defined the
functions of JSERC as per Section 22 of the Electricity Regulatory Commission Act,
1998 to be the following, namely:-

(a) to determine the tariff for electricity, wholesale, bulk, grid or retail, as the case
may be, in the manner provided in section 29;

(b) to determine the tariff payable for the use of the transmission facilities in the
manner provided in Section 29;

(©) to regulate power purchase and procurement process of the transmission utilities
and distribution utilities including the price at which the power shall be procured
from the generating companies, generating stations or from other sources for
transmission, sale, distribution and supply in the State;

(d) to promote competition, efficiency and economy in the activities of the electricity
industry to achieve the objects and purposes of this Act.

1.3 With the Electricity Act, 2003 being brought into force, the earlier Electricity Regulatory
Commission Act of 1998 stands repealed and the functions of JSERC are now defined as
per Section 86 of the Act.

1.4 In accordance with the Act, the JSERC discharges the following functions: -

(a) determine the tariff for generation, supply, transmission and wheeling of
electricity, wholesale, bulk or retail, as the case may be, within the State;

Provided that where open access has been permitted to a category of consumers under

Section 42, the State Commission shall determine only the wheeling charges and
surcharge thereon, if any, for the said category of consumers;

Jharkhand State Electricity Regulatory Commission 5



(b)
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(d

(e

®
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(h)

@

G

k)

regulate electricity purchase and procurement process of distribution licensees
including the price at which electricity shall be procured from the generating
companies or licensees or from other sources through agreements for purchase of
power for distribution and supply within the State;

facilitate intra-state transmission and wheeling of electricity;

issue licences to persons seeking to act as transmission licensees, distribution
licensees and electricity traders with respect to their operations within the State;

promote cogeneration and generation of electricity from renewable sources of
energy by providing suitable measures for connectivity with the grid and sale of
electricity to any person, and also specify, for purchase of electricity from such
sources, a percentage of the total consumption of electricity in the area of a
distribution licensee;

adjudicate upon the disputes between the licensees and generating companies; and
to refer any dispute for arbitration;

levy fee for the purposes of this Act;

specify State Grid Code consistent with the Grid Code specified under Clause (h)
of sub-section (1) of Section 79;

specify or enforce standards with respect to quality, continuity and reliability of
service by licensees;

fix the trading margin in the intra-state trading of electricity, if considered,
necessary;

discharge such other functions as may be assigned to it under this Act.

1.5 The Commission advises the State Government on all or any of the following matters,
namely :-

(a)

(b)
(©
d

promotion of competition, efficiency and economy in activities of the electricity
industry;

promotion of investment in electricity industry;
reorganisation and restructuring of electricity industry in the State;

matters concerning generation, transmission, distribution and trading of electricity
or any other matter referred to the State Commission by that Government.

Jharkhand State Electricity Regulatory Commission 6



1.6

1.7

The State Commission ensures transparency while exercising its powers and discharging
its functions.

In discharge of its functions, the State Commission is guided by the National Tariff
Policy as brought out by Gol in compliance to Section 3 of the Act. The objectives of the
National Tariff Policy are to:

(a) ensure availability of electricity to consumers at reasonable and competitive rates;

(b) ensure financial viability of the sector and attract investments;

(©) promote transparency, consistency and predictability in regulatory
approaches across jurisdictions and minimize perceptions of regulatory risks;

(d) promote competition, efficiency in operations and improvement in quality of
supply.

Steel Authority of India Limited, Bokaro (SAIL-Bokaro)

1.8

1.9

1.10

1.11

Steel Authority of India Limited, Bokaro (hereinafter referred to as “SAIL-Bokaro” or
“the Petitioner”) is a company incorporated in the year 1964 under the provisions of the
Companies Act, 1956 and is a wholly owned subsidiary of Steel Authority of India
Limited, New Delhi. Bokaro Steel City in the district of Bokaro, Jharkhand is the service
area of SAIL-Bokaro.

SAIL-Bokaro was the sanction holder of power supply in Bokaro Steel City under section
28(1) of the erstwhile Indian Electricity Act 1910 and has been managing the power
distribution in Bokaro Steel City since its inception.

Post the enactment of Electricity Act, 2003, as per the provisions of section 14 of the Act,
Distribution License has been granted by the Commission to SAIL-Bokaro (No.01 of
2005-06) w.e.f. 28.7.2004 for the aforementioned area.

The Town Administration department of SAIL-Bokaro is responsible for providing
various municipal services to Bokaro Steel City, including horticulture, water supply,
construction and maintenance of roads etc. The Town Administration Electrical
Department (TA-Electrical) manages the power distribution system of the licensed area.

Scope of Present Order

1.12

This Order relates to the ARR and Tariff Petition filed by the Petitioner before the
Commission for approval of the ARR for FY 2008-09, FY 2009-10 and FY 2010-11 and
determination of distribution tariff for FY 2010-11. The Order is in accordance with
Sections 61, 62 and 64 of the Act and provisions of the JSERC (Terms and Conditions
for Distribution Tariff) Regulation, 2004 (hereinafter referred to as ‘Distribution Tariff
Regulations, 2004”).

Jharkhand State Electricity Regulatory Commission 7



1.13  While determining tariff for Bokaro Steel City for FY 2010-11, the Commission has
taken into consideration the following:

(a) Provisions of Section 86 of the Act;
(b) Provisions of the National Electricity Policy;
(©) Provisions of the National Tariff Policy; and

(d) Principles laid down in the ‘Distribution Tariff Regulations, 2004’

Jharkhand State Electricity Regulatory Commission 8



A2: PROCEDURAL HISTORY

Background

2.1

2.2

2.3

24

2.5

2.6

The Petitioner had filed its first ARR & Tariff Petition in February 2007 for FY 2007-08.
After examining the petition, the Commission directed the Petitioner to submit its tariff
petition for the licensed area as per the regulations, after separating the accounts of
electricity distribution business from the consolidated audited accounts of the steel plant.
However, the Petitioner was unable to segregate the accounts of the electricity
distribution business from the consolidated audited accounts of the steel plant. The
Petitioner was also not able to provide the requisite data to the Commission for
determining the ARR & Tariff for FY 2007-08.

Consequently, the Commission vide its order dated 2™ November 2007, decided to allow
a provisional tariff for FY 2007-08 for the licensed area of the Petitioner. The approved
tariff was the same as was approved for Jharkhand State Electricity Board (JSEB) in FY
2006-07.

The Commission directed the Petitioner to submit the tariff petition for determination of
the ARR for FY 2008-09 after segregating accounts of its electricity distribution business
from the consolidated accounts of the steel plant. However, the Petitioner requested the
Commission, vide SAIL-BSL letter no. DGM I/c(TE-Elect)/2009-840 dated 13" August
2009, to give it three months to file the ARR for FY 2008-09. The Commission vide its
letter no. JSERC/51/209 dated 19™ August 2009 accepted the Petitioner’s plea.

The Petitioner was again unable to file the ARR and Tariff Petition by the said date. It
was submitted by the Petitioner that as the cost of power purchased from DVC, which is
the only source of power to the Petitioner, was under dispute at the Appellate Tribunal for
Electricity (APTEL), New Delhi, it would be not be possible for it to file a petition. It
thus requested the Commission vide SAIL-BSL letter no TA/DGM/ (Elect Maint)/860
dated 19" November 2009, for further eight weeks to submit the tariff petition which was
accepted by the Commission vide letter no. JSERC/51/347 dated 24™ November 2009.

Since the judgement of the Hon’ble APTEL was still pending by the said date, the
Petitioner requested further extension till 15™ May 2010 for filing the ARR and Tariff
Petition. Considering it to be a special case, the Commission accepted the Petitioner’s
plea vide letter no. JSERC/51/43 dated 231 April 2010.

The Petitioner finally submitted an ARR and Tariff Petition for FY 2008-09, FY 2009-10
& FY 2010-11 on 14™ of May 2010. The Commission undertook a detailed examination
of the petition and observed major data gaps in the petition, which were communicated to
the Petitioner for reply. The Petitioner responded to the Commission after a delay of
almost two months and subsequently submitted a revised petition with the corrected
figures for approval of the Commission, which has now been considered by the
Commission for the purpose of this Tariff Order.

Jharkhand State Electricity Regulatory Commission 9



2.7

2.8

2.9

Since there has been a delay on part of the Petitioner in submitting the additional
information, this Tariff Order could not be issued within 120 days of the filing of petition
by the Petitioner.

The Commission’s representatives also interacted with the Petitioner at the Commission’s
office in Ranchi and visited Bokaro to validate the data and observe the functioning of
the distribution system there.

It is pertinent to mention that the Petitioner has not been able to submit the audited
segregated data for the electricity distribution business. Moreover, the Commission has
observed many discrepancies in the information provided by the Petitioner. In view of
this, the Commission has decided to only provisionally approve the ARR for FY 2008-
09, FY 2009-10, FY 2010-11 and Tariff for FY 2010-11 till the time the Petitioner is able
to give audited information for each of the ARR components.

Inviting Public Response

2.10

2.11

2.12

After scrutinizing the information furnished by the Petitioner, the Commission directed
the Petitioner to issue a public notice for inviting comments/suggestions from the public
and to make available copies of the ARR and tariff petition to the general public. The
public notice was subsequently issued by the Petitioner in various newspapers, as detailed
below

Table 1: List of Newspapers and Dates on which the Public Notice Appeared
Newspaper

Hindustan 10.08.2010
Dainik Jagran 10.08.2010

Ranchi express 11.08.2010
Prabhat Khabar 11.08.2010
ANt 11.08.2010 & 12.08.2010
The Times of India 11.08.2010
The Telegraph 12.08.2010

A period of 21 days was provided for submitting the comments/suggestions. Seven
persons filed written suggestions/comments on the tariff petition; and their comments
have been dealt with in the chapter on public consultation process.

The Commission subsequently issued an advertisement on its website, www.jserc.org,
and various newspapers for conducting the public hearing on the ARR for FY 2008-09,
FY 2009-10 & FY 2010-11 and Tariff filing for FY 2010-11 by the Petitioner. The
newspapers in which the advertisement for public hearing was issued by the Commission
are detailed hereunder:

Jharkhand State Electricity Regulatory Commission 10



Table 2: List of Newspapers and Dates on which the Public Hearing Notice of JSERC appeared

Newspaper (Dhanbad Edition)

Hindustan 14.09.2010
Prabhat Khabar 14.09.2010

Ranchi Express 14.09.2010
Dainik Jagran 14.09.2010
The Hindustan Times 15.09.2010
The Times of India 15.09.2010

Submission of Objections and Conduct of Public Hearing

2.13  The public hearing was held on Sunday, the 19th of September, 2010 at Kala Kendra,
Bokaro and many respondents gave their comments and suggestions on the ARR & Tariff
filing for FY 2010-11 by the Petitioner. The comments/suggestions of the public as well
as Petitioner’s response to them are detailed in the section dealing with the public
consultation process.

Jharkhand State Electricity Regulatory Commission 11



A3:

SUMMARY OF ARR & TARIFF PETITION

Overview

3.1

3.2

33

34

3.5

3.6

The Petitioner submitted that it is filing a detailed tariff petition for the first time and has
made all efforts to provide the necessary data in the prescribed formats.

The Petitioner also submitted that it has attempted to segregate the accounts of the
electricity distribution business from the consolidated accounts of the steel plant. Since
the Petitioner is not maintaining separate accounts for the electricity business at present,
it has extracted accounts for the electricity distribution business for FY 2008-09 from the
consolidated accounts of the steel plant for same year on the basis of certain norms and
assumptions that have been specified in the petition.

The accounts for FY 2009-10 have not been submitted as the consolidated accounts of the
steel plant for FY 2009-10 have not yet been finalized. The submission for FY 2009-10 is
based on the provisional accounts for the year.

The Petitioner has submitted that the cost of power purchased from DVC is under dispute
and it is not clear at present what will be the final cost of power. Meanwhile, the actual
payments made to DVC for FY 2008-09 and FY 2009-10 have been taken as the power
purchase cost.

The present petition addresses the calculation of ARR for FY 2008-09, FY 2009-10 and
FY 2010-11 and tariff determination for FY 2010-11 after taking into account the
revenue gap/surplus up to FY 2010-11.

The figures for FY 2010-11 are based on the past performance and expected growth in
each element of cost and revenue of the distribution business of the Petitioner.

ARR and Tariff Determination

3.7

The summary of ARR as submitted by the Petitioner is detailed in Table 3

Table 3: ARR submitted by the Petitioner for FY 2008-09, FY 2009-10 & FY 2010-11(Rs. Cr)

FY 2008-09 | FY 2009-10 | FY2010-11
Power Purchase Cost 308.46 280.21 285.88

Employee Cost 18.77 20.64 22.70
R&M Expenditure 4.31 4.74 14.74
A&G Expenditure 1.22 1.22 1.22
Interest and Finance Charges 2.70 2.70 2.70
Depreciation 0.26 0.26 0.26
Return on Equity 1.21 1.21 1.21

Jharkhand State Electricity Regulatory Commission 12



5.38 4.98 5.37
342.30 315.96 334.08
1.22 1.22 2.03
341.09 314.74 332.05

Revenue at Existing Tariff 263.55 243.98 249.64

Revenue (Gap)/Surplus (77.54) (70.76) (82.41)

3.8 It is pertinent to mention that during scrutiny of the petition, the Commission sought
additional information and clarification on various components of the ARR for
FY 2008-09, FY 2009-10 & FY 2010-11. As per the clarification and corrections made
by the Petitioner, the petition figures have undergone changes as is reflected in the
respective sections of Commission’s Analysis later in this Order.

3.9  The Petitioner has also proposed changes in the existing tariff schedule to meet the
revenue gap projected by it. The new tariff schedule as proposed in the petition is given

in Table 4
Table 4: Tariff proposed by the Petitioner for FY 2010-11

Consumer Fixed Charge Energy Charge Minimum Monthly
category Charge

Existing Proposed Unit Existing Proposed Existing Proposed
Rs. 20 per Rs. 25 per Rs/kWh 1.35 2.60 Nil Nil
connection per connection per (0-200
month month Units)
Rs. 30 per Rs/kWh 1.75 3.00 Nil Nil
connection per (200-400
month Units)
Rs. 50 per Rs/kWh 1.90 3.50 Nil Nil
connection per (Above
month 400
Units)
Rs. 40 per kVA Rs. 40 per kVA Rs/kWh 2.00 3.50 Nil Nil
per month per month
Rs. Merged with Rs./kWh 3.40 Merged  Nil Nil
100/connection/ LTIS Category With
Month LTIS
Category
Rs. 60/HP/ month ~ Rs. 80/HP/ Rs./kWh 3.40 4.50 Nil Nil
Or part thereof month or part
thereof
HTS - 11 kV Rs. 140 per kVA Rs. 120 per Rs./kWh 3.80 4.50 Rs. 250 Nil
per month kVA per per kVA
month per
month
HT-DS NA Rs. 40 perkVA Rs/kWh NA 4.25 NA Nil
Composite per month
HT/LT Rs. 20 per Rs. 25 per Rs./kWh 2.83 2.00 Nil Nil
Utilities connection per connection per
month month

Jharkhand State Electricity Regulatory Commission 13



A4: PUBLIC CONSULTATION PROCESS

Submission of Comments/Suggestions and Conduct of Public Hearing

4.1 The tariff petition evoked response from several consumers. A public hearing was held
on 19™ September, 2010 at Kala Kendra, Bokaro to ensure maximum participation by the
public. Many respondents put forth their comments and suggestions before the
Commission in the presence of the Petitioner. Sixty one members of the public took part
in the public hearing process. The list of the attendees is attached in Annexure-I.

4.2 Further, there were seven persons who filed written suggestions/comments on the tariff
petition filed by the Petitioner, as listed hereunder:

Table 5 : List of persons who filed written suggestions/comments during the Public Hearing

Bokaro District Chamber of Commerce Mr. Jagdish Chowdhery

Bokaro Vyavasaik Plot Holders Welfare Association Mr. Rajendra Kumar Viswakarma
Bokaro Employees Lease House Welfare Society (BELHWS)  Mr. Ram Deo Prasad

Senior Citizen Welfare Society Mr. Ashraf Ali

Mr. Rajeshwar Pandey Self

0 MrIC.Sinha Self

Mr. Madhuban Singh Self

P
w

During the course of the public hearing, the Commission also allowed persons/
representatives of entities who had not submitted prior written representations but
attended the public hearing to express their views regarding the ARR and tariff petition
filed by the Petitioner for FY 2010-11.

4.4  The issues raised by the participants, along with the reply of the Petitioner and views of
the Commission thereon are discussed hereinafter in this chapter.

Use of Power from BPSCL Power Plant

Public Comments/Suggestions

4.5 Power is supplied to Bokaro not only by DVC but also by a power plant owned by
Bokaro Power Supply Co. Ltd. (BPSCL), a joint venture of DVC and the Petitioner. The
plant has an installed capacity of 302 MW and provides power to the steel plant and also
to Bokaro Steel City. The residual power requirements of the plant are met by power
purchase from DVC and as such the burden of power purchase from DVC should not be
borne by the consumers.

Jharkhand State Electricity Regulatory Commission 14



Petitioner’s Response

4.6  The power plant run by BPSCL is a captive power plant of the steel plant and caters only
to the power requirements of the steel plant. All electricity required for Bokaro Steel City
is sourced from DVC only.

Views of the Commission

4.7 The Commission has observed that power from the BPSCL power plant is being used to
meet power requirements of only the steel plant. The power purchased from DVC is
being used to meet the electricity demand of the licensed area and the additional power
requirements of the steel plant.

Segregation of Accounts of the Electricity Distribution Business

Public Comments/Suggestions

4.8 No separate accounts are being maintained by the Petitioner for the business of
distribution of electricity and thus the information in the tariff petition cannot be
accepted.

4.9 No costs incurred on account of DNW/ETL should be included in the calculation of ARR
as the DNW/ETL works almost exclusively for the steel plant and not for the distribution
of electricity to the township.

4.10 It is not clear whether the employee cost, R&M charges and A&G expenses have been
calculated after excluding the relevant figures for ADM (Administration) building,

hospital, water supply etc.

Petitioner’s Response

4.11 The accounts for the electricity business have been segregated from the consolidated
audited accounts of the steel plant from FY 2008-09.

4.12  On the matter of costs incurred on account of DNW/ETL, the Commission should allow
the charges after prudence check of the accounts and functioning of the system.

4.13  Only the employee cost, R&M charges and A&G expenses related to electricity business
have been taken into account.

Views of the Commission

4.14 The Commission has given its views on the above matters in its analysis of various cost
components in the relevant sections of this Tariff Order.
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Quality of Supply

Public Comments/Suggestions

4.15 The quality of supply in the licensed area has deteriorated over the last couple of years.
Power supply is erratic, with frequent power cuts and fluctuation in voltage levels.

4.16  The Petitioner does not have a proper complaint redressal system in place and complaints
often go unheeded.

Petitioner’s Response

4.17  All measures are being taken to provide uninterrupted power supply to all consumers.

Views of the Commission

4.18 The Commission believes that there is an immediate need to improve the quality of
power supply in the licensed area and to have a proper complaint redressal system. The
Commission has passed relevant orders in the Directives section of this Tariff Order for
the same.

Malfunctioning Meters

Public Comments/Suggestions

4.19 The Petitioner has not installed electronic meters in several houses. Further, many of the
faulty/damaged meters have not been replaced for several years. Consumers are being
billed on the basis of average number of units consumed rather than the actual number of
units consumed in a month.

Petitioner’s Response

4.20  All faulty meters are being replaced by electronic meters in a phased manner.

Views of the Commission

4.21 The Petitioner must make all efforts to replace the faulty meters in a speedy manner. The

Commission has also passed relevant orders in the Directives section of this Tariff Order
for the same.
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Theft of Power/ Distribution Loss

Public Comments/Suggestions

4.22

There is rampant theft of power in the licensed area and power is being supplied to
several unauthorised colonies/jhuggies free of cost. The losses incurred by the Petitioner
due to this should not be passed on to the consumers who are being billed for electricity.

Petitioner’s Response

4.23

The matter shall be decided as deemed fit by the Commission.

Views of the Commission

4.24

4.25

The Commission takes a serious view of the high level of distribution loss reported by the
Petitioner and does not wish to burden the consumers with losses incurred on account of
theft of power. Accordingly, the Commission has specified the acceptable level of
distribution loss that the Petitioner must adhere to, in the relevant section of this Tariff
Order.

The Commission has also given relevant directions for reduction of losses in the
Directives section of this Tariff Order.

Electricity Supply to the Co-operative Colony

Public Comments/Suggestions

4.26

4.27

4.28

The Bokaro Steel Co-operative House Construction Society Ltd (BSECHCS) was formed
with the help of the Bokaro Steel Plant. The Co-operative Colony, within Bokaro Steel
City, belongs to BSECHCS and its residents are primarily employees/ex-employees of
the Petitioner. The society has its own electrical distribution network and substation,
power to which is received at 11kV from the Petitioner. The society is treated as an HT
consumer by the Petitioner even though it primarily has a mix of residential and
commercial consumers with only three industrial consumers.

In 2007, a member of the co-operative society — Mr. Rajeshwar Pandey — appealed to the
Commission vide case no 10/2007-08 for getting an individual connection from the
Petitioner; following which the Commission in its order dated 17.08.2007 and 4.12.2007
directed the Petitioner to provide individual connections to residents of the colony who
apply for it. These orders were not challenged by the Petitioner. But at the same time, the
applications for providing individual connections remain pending before the Petitioner
and no individual connections have been provided so far.

The Commission also imposed a penalty at the rate of Rs. 21,000 per day in case of non
compliance of its orders. The penalty has, however, been challenged by the Petitioner in
the Jharkhand High Court and the case is pending before the court.
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4.29

The Petitioner has now introduced, from FY 2010-11, a new category — HT-DS
Composite — which will include the co-operative colony residents. This differential
treatment of the residents of the colony is unfair and they should be treated at par with
other consumers in the licensed area and should be provided with individual commercial
and residential connections.

Petitioner’s Response

4.30

The matter shall be decided as deemed fit by the Commission.

Views of the Commission

4.31

4.32

The Commission agrees with the view point of the consumers and does not deem it fit to
introduce a separate category — HT-DS Composite — from the already existing categories
in the state of Jharkhand when, as per the existing applicable schedule, such class of
consumers are already covered under the category of DS HT.

Further, the Commission notes that para two of The Electricity (Removal of Difficulties)
Eighth Order, 2005 states:

“2. Supply of electricity at single point by the distribution licensee to a Co-operative
Group Housing Society — A distribution licensee shall give supply of the electricity for
residential purposes on an application by a Co-operative Group Housing Society which
owns the premises at a single point for making electricity available to the members of
such Society residing in the same premises on such terms and conditions as may be
specified by the State Commission:

Provided that the provisions of this clause shall not in any way affect the right of a
person residing in the housing unit sold or leased by such a Co-operative Group Housing
Society to demand supply of electricity directly from the distribution licensee of the area
on such terms and conditions as may be specified by the State Commission.”

The Commission thus orders the Petitioner to provide individual commercial/residential
connections to all residents of the Co-operative Colony who have applied for it (or apply
for it in the future) without any delay.

Meter Charge

Public Comments/Suggestions

4.33

The Petitioner is levying a Meter Charge every month even though meters have been
purchased by the consumers themselves.
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Petitioner’s Response

4.34

The Petitioner is not charging any Meter Charge. It is, however, charging a Fixed Charge
as per the tariff schedule approved by the Commission.

Views of the Commission

4.35

4.36

The Petitioner has assured the Commission that it is levying only a Fixed Charge and no
Meter Charge. The Fixed Charge being levied by the Petitioner is as per the tariff
schedule which was applicable in the licensed area till FY 2009-10, i.e. the Tariff
Schedule approved for JSEB in FY 2006-07. The said Tariff Schedule can be found on
the Commission’s website - Www.]jserc.org.

The Commission accepts the reply of the Petitioner. However, the concerned consumers
may approach the Commission if there is evidence to the contrary

Electricity Rates

Public Comments/Suggestions

4.37

4.38

4.39

4.40

The electricity tariff approved for the city of Bokaro should be same as the tariff
applicable to other domestic consumers in the state.

The subsidy being provided to the employees of SAIL has not been accounted for in the
ARR.

The Petitioner has imposed delayed payment surcharge on the co-operative colony while
it says in the petition that no delayed payment surcharge has been levied by it.

There should be a four slab tariff structure rather than three slab tariff structure for the DS
II category.

Petitioner’s Response

4.41

4.42

4.43

4.44

The Petitioner has submitted that the matter shall be decided as deemed fit by the
Commission.

No subsidy is being given to the employees.

No delayed payment surcharge was levied on the co-operative colony in FY 2008-09, FY
2009-10 and FY 2010-11.

The Petitioner has submitted that the matter shall be decided as deemed fit by the
Commission
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Views of the Commission

4.45

4.46

4.47

4.48

The Commission views that the tariff of any category depends on the cost of supply of
electricity to that category and not necessarily on the geographical location of the
consumer. Hence, the Commission does not accept the view that the tariff for domestic
category should be the same in the entire state. However, as a cost of supply study has
not been conducted by the Petitioner in its licensed area, the Commission, for the time
being, intends to keep the tariffs applicable in the licensed area in line with the approved
tariffs of JSEB for FY 2010-11.

The Petitioner has assured the Commission that no subsidy is being given to its
employees and the Commission has no reason to believe otherwise. Also the
Commission, in calculating the ARR, has taken care that the subsidy, if any, is not being
passed on to other consumers.

The Commission has been assured by the Petitioner that no delayed payment surcharge
was levied on the co-operative colony in FY 2008-09, FY 2009-10 and FY 2010-11, the
years for which the petition has been filed. The Commission accepts the position of the
Petitioner. However, the concerned consumers may approach the Commission if there is
evidence to the contrary.

The Commission does not deem it fit to increase the slabs for a single category as it
would lead to complexities in billing as well as understanding of the bills for the
consumers. Also, as already mentioned, the Commission, for the time being, intends to
keep the tariffs applicable in the licensed area in line with the approved tariffs of JSEB
for FY 2010-11.

Other Comments

Public Comments/Suggestions

4.49

4.50

The Petitioner has been charging Rs 2.0/kWh as energy charge and Rs. 40/kVA as fixed
charge from the DS-HT category whereas in the petition these charges have been shown
as Rs 1.5/kWh and Rs.30/kV A respectively.

The R&M expenses for FY 2010-11 have been projected at Rs. 13.04 Crores, which is
substantially higher than Rs. 3.04 Crores that was spent on R&M in FY 2009-10. No
reason has been given for this increase.

Petitioner’s Response

4.51

4.52

It is a printing error and is regretted.

The increase in R&M expenses is due to under-ground cabling and metering to be
undertaken in FY 2010-11.
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Views of the Commission
4.53 The error in printing has been noted by the Commission and it has considered
Rs 2.0/kWh as energy charge and Rs. 40/kVA as fixed charge while calculating the

revenue earned by the Petitioner from DS-HT category.

4.54 The Commission has commented on R&M expenses in the relevant section of this Tariff
Order.
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AS:

5.1

5.2

5.3

54

COMMISSION’S ANALYSIS OF ARR FOR FY 2008-09, FY 2009-10
AND FY 2010-11

This section deals with the Petition filed by the Petitioner for determination of Annual
Revenue Requirement for FY 2008-09, FY 2009-10 and FY 2010-11 and determination
of distribution tariff for FY 2010-11 and the Commission’s analysis thereon.

The Commission observed a lot of discrepancies and information gaps in the original
petition filed by the Petitioner on 14™ May 2010 and directed the Petitioner to submit
corrected figures after making necessary changes. The Petitioner submitted a revised
petition to the Commission on 14" September 2010.

The Commission also noticed that Annual accounts submitted by the Petitioner for
FY 2008-09 were not audited and were merely extracted from the main audited accounts
of Bokaro Steel Plant. Moreover, the accounts did not reflect the true picture of the
electricity distribution business of the Petitioner. The deficiencies pertaining to the annual
accounts were communicated to the Petitioner during the meeting held at the
Commission’s office at Ranchi. Therefore, the Commission for the purpose of issuance of
this Tariff Order has decided to carry out a provisional truing-up exercise for FY 2008-09
and final true-up will done when the audited accounts for the electricity distribution
business for the same year are made available to the Commission.

The figures for FY 2009-10 and FY 2010-11 are approved on the basis of the past
performance, expected growth and information made available by the Petitioner.
However, as mentioned earlier, since there are a lot of discrepancies observed in the data

provided by the Petitioner, the Commission has decided to only provisionally approve the
ARR for FY 2009-10 and FY 2010-11 as well as the Tariff for FY 2010-11.

Energy Sales

Petitioner’s submission

55

5.6

The Petitioner has submitted that in many of the quarters the meter is either not working
or malfunctioning due to which average billing has been done for such cases.

The Petitioner has stated that it has decided to replace all non-functioning meters in a
phased manner and take necessary steps to augment the distribution network to avoid
tapping and hooking. Table 6 summarises the number of consumers submitted by the
Petitioner for FY 2008-09 and FY 2009-10:
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Table 6: Number of Consumers
FY 2008-09
(Actual) (Provisional)
DS-11,0-200 U/m 23000 22500
DS-11, 200-400 U/m 14000 14400
DS-II <400 U/m 271 371
DS-HT 4 4
LTIS 40 40
NDS-II 1371 1423

HT/LT Utilities Various Various
Total 38686 38738

Category

5.7 The category-wise connected load and consumption for the above consumers for FY
2008-09 and FY 2009-10 submitted by the Petitioner is detailed in Table 7:

Table 7: Connected Load and Energy Sales for FY 2008-09 & FY 2009-10
Connected load Sales
(in kVA) (in MUs)

DS-11,0-200 U/m 62281 62482 35.00 34.20
DS-11, 200-400 U/m 27000 27328 49.00 50.40
DS-II <400 U/m 2770 3270 2.603 3.563
DS-HT 3250 3250 6.380 6.50
LTIS 800 800 0.431 0.43
NDS-II 6000 7000 14.76 15.35
HT/LT Utilities*
Office and Maintenance posts 4800 4800 3.52 341
Schools 622 622 0.70 0.68
Recreation 3520 3520 4.93 4.78
Street lights 22000 22000 15.50 15.02
Hospitals & health care 7000 7000 13.39 12.98
Pump Houses 12000 12000 32.41 31.41
Sub-total of Utilities 49942 49942 70.45 68.29
Total 178.63 178.73
T&D Loss 88.88 88.91
Sub-Total 267.52 267.64
Plant Supply 720.21 733.11
Grand Total 987.74 1000.75

* As per additional information submitted by the Petitioner

Category
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5.8 The category-wise no. of consumers, connected load and sales projected by the Petitioner
for FY 2010-11 is detailed in Table 8.

Table 8: No. of Consumers, Connected Load and Energy Sales for FY 2010-11

No. of Connected Energy
Consumers Load Sales
(in KVA)* (in MUs)

DS-I 22000 62900 39.60
DS-II 15000 27400 54.00
DS-IIT 300 3280 1.62
DS-HT 4 1250 0.60
HT-DS Composite 1 3000 4.60
LTIS 1480 900 28.00
HT Indus/Commercial 7 N/A 0.90
HT/LT Utilities* Various
Office and Maintenance posts - 4800 3.20
Schools - 622 0.40
Recreation - 3520 3.10
Street lights - 22000 14.30
Hospitals & health care - 7000 10.80
Pump Houses - 12000 29.20
Sub-total of Utilities - 49942 61.00
Total 38792 190.32
T&D Loss 86.35
Sub Total 275.67
Plant-Supply 745.33
Grand Total 1021.00

* As per additional information submitted by the Petitioner

Category

Commission’s analysis

5.9 The Commission has scrutinized the commercial information in relation to the number of
consumers, connected load and category-wise units sold, as submitted by the Petitioner,
for FY 2008-09, FY 2009-10 and FY 2010-11.

5.10 The Commission for the purpose of issuance of this Tariff Order, has considered and
approved only the energy supplied for the distribution business and not for the power
which is used in the steel plant as from the technical arrangement, it is observed that the
electricity is received first at the steel plant and then ejected in the township for
distribution of power to the consumers in the licensed area.

Jharkhand State Electricity Regulatory Commission 24



5.11 The Petitioner in its tariff petition has mentioned that it has created a separate category of
consumers for schools, street light, hospitals, health care, recreation etc. and the revenue
from this category is recovered at the average power purchase cost of Rs 2.83/Kwh.
Although, the Petitioner during the discussions stated that it is a notional figure and the
entire cost is borne by the Petitioner itself.

5.12 The Commission is of the view that there was no such category in the Tariff Schedule
which was applicable to the Petitioner for FY 2008-09 and FY 2009-10 and as per
applicable schedule, the Commission has categorized office and maintenance posts,
schools, recreation, hospitals and health care under NDS category and pump-houses
under LTIS category while street lights are covered under separate consumer category of
‘Street Light service’. Accordingly, the existing approved rates have been applied to
work out the energy charges for these categories of consumers.

5.13 For FY 2008-09 and FY 2009-10, the Commission has approved the no. of consumers,
connected load and sales as submitted by the Petitioner subject to the condition that it
will be trued up when the actual data along with the audited accounts is made available
by the Petitioner.

5.14 Table 9 below summarises the number of consumers, connected load and energy sales
approved by the Commission for FY 2008-09.

Table 9: Number of Consumers, Connected Load and Energy Sales for FY 2008-09

Category No. of Connected Energy
Consumers Load Sales
(in kVA) (in MUs)

DS-1I (0-200 kWh) 23000 62281 35.00
DS-II (200-400 kWh) 14000 27000 49.00
DS-II (Above 400 kWh) 271 2770 2.60
DS-HT 4 3250 6.38
LTIS 40 12800 32.84

NDS 1371 21942 37.31
Street Light Various 22000 15.50

Total 38686 178.64

5.15 Table 10 below summarises the number of consumers, connected load and energy sales
approved by the Commission for FY 2009-10

Table 10: Number of Consumers, Connected Load and Energy Sales for FY 2009-10

Category No. of Connected Energy
Consumers Load Sales
(in kVA) (in MUs)
kWh)

22500 62482 34.20
DS-II (200-400 kWh) 14400 27328 50.40
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5.16

5.17

5.18

5.19

5.20

DS-II (Above 400 kWh) 371 3270 3.56
DS-HT 4 3250 6.50
LTIS 40 12800 31.84

NDS 1423 22942 37.20
Street Light Various 22000 15.02

Total 38738 178.73

For FY 2010-11, the Commission has approved the connected load based on the
projections made by the Petitioner for FY 2010-11 except for HT category as for this
category the Petitioner did not submit any connected load, therefore, the Commission has
allowed connected load of 1744 kVA based on the discussions with the officials of the
Petitioner, no. of consumers projected by the Petitioner and approved connected load per
consumer for HTS category for other utilities in the state.

The Commission has observed that the Petitioner has proposed HT-DS composite
category which will include housing colonies taking supply for domestic as well as
commercial purposes and it has also proposed to discontinue with the existing NDS
category and shifted all its consumers to LTIS category. The Petitioner has projected
addition in the existing HT-IS/Commercial category for FY 2010-11.

As per the existing applicable tariff schedule, all connection in Housing colonies/Housing
complex, houses of multi-storied building for residential use, with power supply at 11 kV
voltage level and load above 75 kW will be covered under DS-HT category and the
consumers taking supply for non-domestic purposes such as shops, restaurants, hotels,
commercial establishment multi-storied commercial office/building etc. are covered
under NDS category. The Commission does not find any merit in introducing a new
category when such class of consumers are already covered in an existing tariff schedule.

The Commission analysed that there is growth in consumption for DS-II (200-400 kWh),
DS-HT and NDS category in FY 2009-10 as compared to the previous year. Therefore,
the Commission has approved the sales for these categories for FY 2010-11 based on the
growth in consumption in the past year.

Meanwhile, the Commission noticed there has either been a decline or no growth in the
consumption of DS-II (0-200 kWh), LTIS and also for the consumers covered under
Utilities category as compared to the previous year. Therefore, for FY 2010-11, the
Commission for these categories has approved the same consumption as was prevalent in
FY 2009-10.
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5.21

5.22

5.23

5.24

The Commission also observed that for DS-II (Above 400 kWh) category, the Petitioner
has projected lower number of consumers and consumption as compared to the last year.
On further analysis and discussion with the Petitioner, the Commission was informed that
a large number of employees working with the Petitioner, falling under this category are
going to retire in FY 2010-11 and the quarters used by them will have to be vacated.
Also, there are many employees who have retired but are still using the company
quarters, and shall be vacating the premises in this financial year. Moreover, there is also
no recruitment plan in place to replace this category of consumers. Therefore, the
Commission based on the above reasons has approved the number of consumers and its
respective consumption as submitted by the Petitioner.

For HT category proposed by the Petitioner, the Commission has approved the sales and
number of consumers as submitted by the Petitioner.

As mentioned earlier, the Commission has categorized office and maintenance posts,
schools, recreation, hospitals and health care under NDS category and pump-houses
under LTIS category while street lights are covered under separate consumer category of
‘Street Light service’.

Table 11 below summarises the number of consumers, connected load and energy sales
approved by the Commission for FY 2010-11

Table 11: Number of Consumers, Connected Load and Energy Sales for FY 2010-11

No. of Connected Energy
Consumers Load Sales
(in kVA)* (in MUs)

Category

DS-1I (0-200 kWh) 22000 62900 34.20
DS-II (Above 200 kWh) 15300 30680 53.46
DS-HT 5 4250 6.62
LTIS 40 12900 31.84
NDS 1440 23442 37.81

HTS-11 kV 7 1744 0.90
Street Light Various 22000 15.02

Total 38792 179.85

Distribution Losses

Petitioner’s submission

5.25

The Petitioner has submitted distribution losses of 33.22% for FY 2008-09 and
FY 2009-10 and has projected distribution losses of 30.96% for FY 2010-11.
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5.26

The Petitioner has highlighted the fact that in many of the quarters the meter is either not
working or malfunctioning which has lead to average billing of units consumed in each
type of quarter. Therefore, it has decided to replace all non-functioning meters in a
phased manner and take necessary steps to augment the distribution network to avoid
tapping and hooking.

Commission’s analysis

5.27

5.28

5.29

5.30

As evident from the distribution loss level submitted by the Petitioner, the losses are very
high as compared to other licensees in the country. The Table 12 details the sales and
distribution losses of the Petitioner and some other utilities.

Table 12 : Comparison of Distribution losses

MUs) Loss (in %)

Source: * SAIL-BSL Tariff Petition for FY 2010-11, ** JUSCO Tariff Order for FY 2010-11
##% JSPL, Tariff Order for FY 2009-10

As can be seen from the above table, the other utilities with comparable sales have lower
distribution losses as compared to that of the Petitioner. The Commission is of the view
that the consumer and sales base of the licensed area of the Petitioner is comparatively
small and it does not find any merit in approving such high losses. The high level of loss
is a result of the Petitioner’s inefficiency, the burden of which should not be passed on to
the consumers.

Therefore, the Commission has approved distribution loss at 25%, 22% and 19% for
FY 2008-09, FY 2009-10 and FY 2010-11 respectively. The Commission has set a time
bound distribution loss reduction trajectory for Petitioner such that it achieves the
benchmark distribution loss level of 10% by the end of FY 2015-16.

The Table 13 summarises the trajectory set by the Commission for reduction of
distribution losses over a period of time such that the Petitioner is able to reach at least
10% loss level by FY 2015-16.

Table 13: Approved Distribution Loss Trajectory

Particulars
loss
FY 2008-09 25%
FY 2009-10 22%
FY 2010-11 19%
FY 2011-12 17%

FY 2012-13 15%
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FY 2013-14 13%
FY 2014-15 11%
FY 2015-16 10%

Energy Balance
Petitioner’s submission

5.31 To arrive at the quantum of power purchase required to meet the energy sales, the
Petitioner has worked out the energy balance for FY 2008-09, FY 2009-10 based on the
energy sales being grossed up by the distribution loss level.

5.32 The Table 14 details the energy balance submitted by the Petitioner for FY 2008-09,
FY 2009-10 and FY 2010-11

Table 14: Energy Balance submitted by the Petitioner

Particulars FY 2008-09 | FY 2009-10 | FY 2010-11

Units sales (MUs) 178.64 178.73 190.32
Distribution losses (%) 33.23% 33.22% 30.96%
Distribution loss (in MUs) 88.89 88.91 85.35

Units purchase (MUs) 267.52 267.64 275.67
Plant Supply 720.22 733.11 745.33
Grand total 987.74 1000.76 1021.00

Commission’s analysis

5.33 The Commission’s estimation of energy balance takes into consideration the approved
energy sales level and approved distribution loss level for respective years. Table 15
summarises the approved energy balance:

Table 15: Approved Energy Balance

FY 2008-09 | FY 2009-10 | FY 2010-11

Units sales (MUs) 178.64 178.73 179.85
Distribution losses (%) 25% 22% 19%

Distribution loss (in MUs) 59.55 50.41 42.19
Units purchase (MUs) 238.19 229.14 222.04
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Power Purchase Cost

Petitioner’s submission

5.34

5.35

5.36

5.37

The Petitioner has submitted that there is primarily only one source of power purchase-
Damodar Valley Corporation (DVC). The Power Purchase Agreement (PPA) has been
entered into with DVC in April, 2001 with a contract demand of 200 MVA.

The Petitioner has submitted that DVC has been charging as per the tariff fixed by it in
September 2000, according to which the demand charge has been Rs 365 per kVA per
month and energy charge has been Rs 1.63/kWh plus a Fuel Cost Surcharge.

The Petitioner in its tariff petition has mentioned that since November’2009, the power
purchased from DVC is under dispute and it has been paying to DVC as per its honest
calculation at Rs 1.9099/kWh as energy charges and Rs 0.2557/kWh as fuel cost
surcharge.

The details of energy procured from DVC and the corresponding costs are summarized
in Table 16:

Table 16: Power Purchase Cost

FY 2008-09 | FY 2009-10 | FY 2010-11
Power Purchase Units (in MUs)

Total Power Purchase 987.74 1000.76 1021.00
Transfer to Steel plant 720.22 733.11 745.33
Licensed area Supply 267.52 267.64 275.67
Power Purchase Costs (Rs. Crs)

Total Power Purchase 308.46 280.21 285.88
Transfer to Steel plant 224.71 205.27 208.69
Licensed area Supply 83.75 74.94 77.19
Total Average Power Purchase Cost (in Rs) 3.12 2.80 2.80

Power Purchase Cost

Commission’s analysis

5.38

For FY 2008-09 and FY 2009-10, the Commission has approved the total quantum of
power purchase as per the bills raised by DVC and power purchase cost as per the actual
payments made by the Petitioner to DVC. Accordingly, the Commission has arrived at
the total power purchase cost per unit and the same has been considered to arrive at the
power purchase cost for the energy transferred for distribution in the township area.
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5.39

5.40

The Petitioner in its tariff petition has mentioned that since November, 2009, the power
purchased from DVC is under dispute and as per the Hon’ble Appellate Tribunal’s order
dated 8" October, 2009 passed in Appeal No. 146 of 2009, it has been paying to DVC as
per its honest calculation at Rs 1.9099/kWh as energy charges and Rs 0.2557/kWh as fuel
cost surcharge. Therefore, the Commission has considered the same rates for calculating
the power purchase cost for FY 2010-11. The power purchase cost will be trued up in the
next year’s Tariff Order after the final judgement.

Based on the above, the approved average power purchase cost is summarized in the
Table 17:

Table 17: Approved Power Purchase Cost (Licensed area Supply)

238.19 229.14 222.04

Employee Cost

Petitioner’s submission

541

542

543

The Petitioner has submitted that the employee cost for FY 2008-09 has been calculated
considering the total expenses for TA-electrical and 12.8% of the total expenses for
Distribution network (DNW) as well as for electro-technical laboratory (ETL) which is
Rs 18.77 Cr. The 12.8% is the ratio of energy sold to distribution licensed area to the total
energy handled by SAIL-Bokaro.

The Petitioner stated that the employee costs for FY 2009-10 has been estimated
considering the total expenses for TA-electrical and 12.12% of total expenses for DNW
as well as ETL which comes out to Rs 20.64 Cr.

The Petitioner has projected an employee cost of Rs 22.70 Cr for FY 2010-11.

Commission’s view

5.44

5.45

The Commission does not agree with the rational submitted by the Petitioner for the basis
of apportionment of employees cost and views that any such cost should be based on the
number of employees associ