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Before the Odisha Electricity Regulatory Commission  

Plot No-4, Chunokoli, Shailashree Vihar, Bhubaneswar-751021 

 

Case No: ______________ of 2023 

File No TPSODL/Regulatory /2023/___/__________ 

 

In the Matter of  Application for a) Truing up of FY 2020-21 ( 3 Months) b) Truing 

up of FY 2021-22 under OERC (Terms and Conditions for 

Determination of Wheeling and Retail Supply Tariff ) 

Regulations 2024 , OERC (Conduct of Business Regulations) 

2004 , OERC (Terms and condition of Intra-State Open Access) 

Regulations 2020, Vesting Order dated 28.12.20, Carved out 

Balance Sheet as on 01.01.2021 and its Order dated 26.11.2021  

and Other Tariff related matters. 

 And 

In the Matter of TP Southern Odisha Distribution Ltd. (Formerly Southco 

Utility), Corporate Office, represented by its Chief –Regulatory 

Affairs Regd./Corp Office: Kamapally, Courtpeta, Berhampur, 

Ganjam, Odisha- 760004 

...Petitioner  

 And 

In the Matter of  All Stake Holders                                                             

…Respondents 

 

In line with Regulation 8 of the Odisha Electricity Regulatory Commission (Terms and 

Conditions for Determination of Wheeling Tariff and Retail Supply Tariff ) 

Regulations, 2014 "Tariff Regulations of 2014 ", Section 62 of the Electricity Act 2003 

and TP Southern Odisha Distribution Ltd (TPSODL) is filing an application before the 

Hon’ble Commission for Truing up of performance for a) 3 Months of  Financial Year 

2023-24 and b) 12 Months of FY 2021-22.  

The following is prayed to the Hon’ble Commission 

A. Prayers  
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TPSODL prays that the Hon’ble Commission may kindly be pleased to; 

1. Approve the a) Truing up of FY 2020-21 ( 3 Months) and b) Truing up of FY 2021-

22  

2. Approve the methodology and quantum of Carrying Cost proposed in Section 2.16 

Carrying Cost 

3. Permit making additional submission required in this matter 

4. Grant any other relief as deemed fit & proper in the facts and circumstances of the 

case. 
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1. Introduction and Basis of filing of present petition  

 

1.1. Business of TPSODL  

 

1. Tata Power South Odisha Distribution Limited (TPSODL) is incorporated as a 

joint venture of The Tata Power Company (51%) and Odisha Government (49%) 

on the Public-Private Partnership (PPP) model. TPSODL which was formed 

after the successful completion of competitive bidding process was given the 

license to distribute electricity in the southern part of Odisha comprising 

districts of Ganjam, Gajapati, Boudh, Kandhamal, Rayagarda, Koraput, 

Nabarangapur and Malkanagiri, which was earlier served by erstwhile Southco 

Utility. The map of Odisha and the area served by TPSODL is depicted in the 

map below 

 

Figure 1 : Area of Distribution in the State of Odisha 
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2. The core business activities of TPSODL are summarized as follows: 
 

• Operation and maintenance of distribution network 

• Expansion of distribution network 

• Electricity supply and after sales services 

• Connection of new customers to the distribution network 

• Meter reading, billing and revenue collection 

• Customer complaint resolution 

• Restoration of power after interruptions 

• General customer care including provision of information on services 

• Customer sensitization on energy efficiency, energy losses and safety 

 

1.2. Formation of TPSODL 

 

3. Prior to commencement of distribution of electricity by TPSODL, the same was  

carried out by Southern Electricity Supply Company of Odisha Limited (the 

“Southco”) which was in turn incorporated on 19th November 1997 under the 

Companies Act, 1956. Pursuant to the Odisha Electricity Reforms Act 1995 and 

Odisha Electricity Reforms Rules 1998, all the assets of GRIDCO pertaining to 

the distribution business in the Southern Zone of GRIDCO were transferred to 

Southco. 

 

4. On 1st April 1999, 51% (fifty one percent) shares of GRIDCO in Southco were 

transferred to BSES Limited selected through competitive bidding process. 

SOUTHCO was continued to be managed by BSES Limited and later by its 

successor R-Infra Limited. 

 

5. Under Section 19 of the Electricity Act, 2003 (the “Act”), the Hon’ble OERC or 

Hon’ble Commission revoked the license of Southco with effect from Mar 2015 

and appointed CMD, GRIDCO as the administrator under Section 20(d) of Act 

and vested the management and control of Southco Utility along with their 

assets, interests and rights with the CMD, GRIDCO Limited. This decision was 

upheld by the Hon’ble Appellate Tribunal for Electricity (ATE) and Hon’ble 

Supreme Court .  
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6. Thereafter, in terms of Section 20 of Electricity Act 2003, the Hon’ble 

Commission initiated a transparent and competitive bidding process for 

selection of an investor for sale of utility of Southco and had issued the Request 

for Proposal on 14.08.2020.  In response to the said RFP, two bids were received 

by the bid due date. After detailed evaluation by independent bid evaluation 

committee setup by Hon’ble Commission, The Tata Power Company Limited 

(the “TPCL”) was recommended as the successful bidder and the Hon’ble 

Commission accepted the same under Section 20(1)(a) of the Act. 

 

7. Thereafter, the Hon’ble Commission vide its order dated 28th December 2020 in 

Case No 83 of 2020 (“Vesting Order”) vested the utility of Southco to TPSODL 

in terms of Section 21 of the Electricity Act 2003.  TPSODL commenced its 

operation on 1st January 2021 
 

8. Hence the business of TPSODL utility is governed by the provisions of license 

issued by Hon’ble Commission for distribution and retail supply of electricity 

in Southern Odisha. The Hon’ble Commission under the Electricity Act 2003, 

regulates the working of the entire power sector of Odisha state, including 

determination of tariff chargeable to end consumers  

 

1.3. Operation of TPSODL and its Asset Base 

 

9.  TPSODL’s licensed area is spread over a geographical area of 48751 sq. Km. 

and it serves a registered consumer base of around 24 lakhs. TPSODL procures 

power from GRIDCO through Odisha Power Transmission Corporation 

Limited (OPTCL)’s 220/132/33 kV grid substations at sub transmission voltage 

level of 33 kV and then distributes the power at 33 kV/11 kV/440 V/230 V 

depending on the demands of the consumers.  
 

10. In this process, TPSODL operations include several electrical equipment such 

as Power Sub Stations (PSS), 33 KV Lines, 11 KV lines , 415 V network and all 

the associated apparatus. The summary of the various electrical equipment 

operated by TPSODL is provided in the table below:  
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Table 1-1 : TPSODL Equipment Statistics (as on 31st October 2022) 

 

11. TPSODL serves a population of 94.4 Lakhs with a customer base of about  24 

Lakhs. The area of operation of TPSODL is spread over an area of 48751 Square 

Km 

 

1.4. Opening Balance Sheet of TPSODL 

 

12. As mentioned earlier, the utility of Southco was vested in TPSODL from 1st 

January 2021. As per Section 21(a) of the Electricity Act 2003,  it is stipulated 

that “the utility shall vest in the purchaser or the intending purchaser, as the case may 

be, free from any debt, mortgage or similar obligation of the licensee or attaching to the 

utility”. Accordingly, the Balance Sheet of TPSODL as on 1st January 2021 (i.e 

on the date of commencement of operation) was “carved out” of the Balance 

Sheet of South Utility by the Hon’ble Commission vide its order dated 26th 

November 2021. 

 

13. In terms of carving out, only certain assets and liabilities were passed on to 

TPSODL while the balance was retained with the erstwhile utility. Based on 

this order, the Opening Balance Sheet of TPSODL carved out was as follows: 
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Table 1-2 : Opening  Balance Sheet of TPSODL as on 1st January 2021 (Rs Cr) 
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1.5. Basis for filing of the present petition 

 

14. TPSODL has filed several petitions for approval of a) ARR for FY 2022-23, b) 

Capex approval of FY 2021-22 c) Annual Business Plan (i.e Opex) for FY 2021-

22 and d) Capex approval of FY 2022-23. The Hon’ble Commission after 

following the due regulatory process has approved certain expenditure in these 

petitions.  
 

15. The Various orders passed by the Hon’ble Commission as applicable to 

TPSODL are as follows: 
 

Table 1-3 : Various  Orders of the Hon’ble Commission for TPSODL 

Sr No Case No Date of Order Subject Matter 

1 83 of 2020 28th December 2020 Vesting of Southco Utility in 

TPSODL 

2 08 of 2021 18th September 2021 Capex Plan for FY 2021-22 

3 39 of 2021 29th October 2021 Annual Business Plan for FY 2021-22 

4 108 of 2021 24th March 2022 Tariff Order for FY 2022-23 

5 13 of 2022 14th July 2022 Capex Plan for FY 2022-23 

 

16. Further, as regards the employee expenditure, TPSODL has sought approval of 

recruitment of employees from time to time and also sought the approval of 

arrears that are payable under the 7th Pay Commission. The Hon’ble 

Commission, based on our submission has approved certain number of 

employees to be recruited and also approved the payment of arrears. 

 

17. In addition, the OERC (Terms and Conditions for determination of Wheeling 

Tariff and Retail Supply Tariff) Regulations 2014 (“Tariff Regulations 2014”) 

have been made applicable for determination of the Annual Revenue 

Requirement (ARR) since the time of commencement of business by TPSODL 

on 1st January 2021. Based on the various approvals of the Hon’ble Commission 

in different orders, applicable Tariff Regulations, TPSODL is filing the present 

petition covering the following: 
 

Table 1-4 : Basis of filing of the True Up Petition 

Sr No Filings Applicable Tariff Regulations 
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1 True up of FY 2020-21 ( 3 Months i.e from 

1st January 2021 to 31st March 2021) 

Tariff Regulations 2014 

2 True up of FY 2021-22 Tariff Regulations 2014 
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2. True up of FY 2020-21 and FY 2021-22 

 

18. TPSODL commenced its operations 1st January 2021 after taking over from 

Southco Utility and has now completed about 2 years of service in its licensed 

area. In this chapter, TPSODL is presenting the actual performance in terms of 

sales and expenditure for 3 months  of FY 2020-21 i.e from 1st January 2021 to 

31st March 2021 and for the period of 12 months of FY 2021-22 i.e from 1st April 

2021 to 31st March 2022 

 

19. For the 3 months of FY 2020-21, in our humble submission, the Hon’ble 

Commission had approved the amounts for FY 2020-21 prior to commencement 

of Operation by TPSODL on 1st January 2021. Moreover, there was no separate 

amount that has been approved by the Hon’ble Commission for the above 3 

month period. Further as regards the amounts approved by the Hon’ble 

Commission for FY 2021-22, the Hon’ble Commission had passed order on the 

basis of the ARR filings made by the erstwhile Southco Utility and the amount 

approved are based on the Balance Sheet and expenses of erstwhile Southco 

Utility. TPSODL has started their operations with a “Carved Out” Balance 

Sheet as presented in Table 1-2 : Opening  Balance Sheet of TPSODL as on 1st 

January 2021. This balance sheet is substantially different from that used by 

erstwhile utility. Hence the approved amount in the Tariff Order and 

comparison of actual expenditure against this amount approved would not be 

meaningful.  

 

20. In addition, TPSODL had filed a petition for FY 2021-22 as Case No 39 of 2021 

with the Hon’ble Commission for approval of the Annual Business Plan. In the 

order in Case No 39 of 2021, the Hon’ble Commission had approved the revised 

amount for Employee Expenditure (No of Employees approved), R&M 

Expenditure and A&G Expenditure.  

 

21. Accordingly, as regards the amounts approved by the Hon’ble Commission for 

the relevant period, we have presented the same only for O&M Expenditure for 

FY 2021-22.  
 

2.1. Sales and Revenue of TPSODL for FY 2020-21 ( 3 Months) and FY 2021-22 
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22. The Sales of TPSODL is presented for the major categories viz EHT , HT and 

LT. The sales of FY 2020-21 were relatively low due to impact of Covid 19. The 

sale has thereafter pickup in FY 2021-22. However in the tables below , TPSODL 

has presented only the sales for 3 month in FY 2020-21 and for the entire FY 

2021-22. The Sales in various categories is as follows: 

 

Table 2-1 : Sales and Revenue for FY 2020-21 

 

 

Table 2-2 : Sales and Revenue for FY 2021-22 

 

 

2.2.  Power Purchase Expenses for FY 2020-21 ( 3 Months) and FY 2021-22 

 

23. The Power Purchase expenses comprises a) Power Purchase expenses towards 

purchase of power from Gridco b) Transmission Charges paid to OPTCL and 

c) SLDC Charges.  
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24. The details of Power Purchase made by TPSODL for the 3 months of FY 2020-

21 and FY 2021-22 has been presented in Annexure1 : Actual Power Purchase 

by TPSODL in FY 2020-21 (3 Months) and FY 2021-22. However as per the 

Vesting Order, the Hon’ble Commission has specified the trajectory for AT&C 

losses for 10 years commencing FY 2021-22. Not withstanding the actual loss, 

the tariff and ARR computations would be based on such trajectory only. The 

trajectory specified in the Vesting Order is providing in the following extracts 

 

Extracts 2-1 : Trajectory for Tariff Determination 

 

25. The difference between Actual Power Purchase Cost and Normative Power 

Purchase Cost would be considered as Efficiency Gains and as per the Vesting 

Order such Efficiency Gains/(losses) would be retained by the Distribution 

Licensee. 
 

26. In addition, in the erstwhile Southco utility for FY 2020-21, the ARR 

determination was also on the basis of stipulated Distribution Loss of 25 %. We 

have considered this loss for computation of the Efficiency Gains due to AT&C 

Loss for 3 month of operation from 1st January 2021 to 31st March 2021 
 

27. Based on the above losses, it therefore important present the “Normative” 

Power Purchase for the period under consideration. The Efficiency Gains/Loss 

is presented in  Section 2.14 Efficiency Gains to due Improvement of Losses  
 

28. The Normative Power Purchase for consideration in the computation of the 

Efficiency Gains is therefore as follows: 
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Table 2-3 : Normative  Power Purchase Cost for FY 2020-21 ( 3 Months) 
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Table 2-4 : Normative Power Purchase Cost for FY 2021-22  

 

 

2.3. Capitalisation of Schemes 

 

29. TPSODL has been executing various schemes after the approval of the same 

from the Hon’ble Commission in the Order dated 18th September 2021 in Case 

No 08 of 2021. In addition, it has also capitalised certain quantum of Opening 

Capital Work in Progress (CWIP). Further it has executed consumer funded 

schemes and capitalised the same in its books.  
 

30. There is no capitalisation that has been considered for the 3 months of FY 2020-

21. For the 12 month of FY 2021-22, following is the capitalisation achieved in 

the various areas  
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Table 2-5 : Capitalisation for FY 2021-22  

 

 

2.3.1. Gridco Equity in Kind  

 

31. It is submitted that for funding the Capex, contribution from Tata Power 

Company Ltd (TPCL) and Gridco are required in terms of Equity in TPSODL. 

It is further submitted that Gridco has been contributing its equity in kind. 

Accordingly, the cash required from Gridco Equity to fund the capex is not 

available. Hence in order to incorporate the same, the capitalisation needs to be 

increased. As can be seen from the illustration in the table below , for every Rs 

100 crores of Capitalisation, the amount for the purpose of working out the ARR 

needs to be increased by 17.2 %. Hence an additional amount of Rs 17.2 Crores 

needs to be provided for included in addition to capitalisation shown in Table 

2-5 : Capitalisation for FY 2021-22. 
 

Table 2-6 : Additional Capitalisation due Gridco Equity in kind  

Sr No Particulars Units Value

a Capex /Capitalisation of Project Rs Cr 100

b Additional Capex/Capitalisation of Asset (in 

lieu of Equity investment by Gridco)

Rs Cr 17.2

c= a+b Total Capex/ Capitalisation to be allowed Rs Cr 117.2

d Equity contribution by TPC= c x 30% x 51% Rs Cr 17.9

e Equity contribution by Gridco= c x30% x 49% Rs Cr 17.2

f Equity for Tariff= 30% of c Rs Cr 35.2

g Debt for Tariff=70% of c Rs Cr 82.1  

 

32. M/s Gridco has contributed its share of equity by transferring the following 

assets.    
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Table 2-7 : Contribution of Gridco towards its share in the Equity capital  

 

 

2.3.2. Capitalisation from the Opening CWIP including from consumer 

contribution  

 

33. TPSODL has capitalised an amount of Rs   41.19  Crores under this head. The 

break up of the capitalisation for FY 2021-22 is as follows. 
 

Table 2-8 : Capitalisation from Opening CWIP for FY 2021-22 

 

 

2.3.3. Capitalisation for ARR determination purpose  

 

34. Based on the above presentation, the Capitalisation for the FY 2021-22 works 

out to as follows: 

Table 2-9 : Capitalisation in FY 2021-22  
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35. However for the purpose of computation of Debt and  Equity, TPSODL has 

taken only an amount of Rs  145.11 Crores i.e excluding assets created out of 

Opening CWIP as shown in the table above. 

 

2.4. Interest on Debt Capital 

 

36. The Tariff Regulation 2014 allow 70% of the capitalisation to be funded by loan 

or Debt.  However, in case the loan is higher than 70% (i.e Equity less than 30%), 

then such higher loan would be considered for the purpose working out the 

ARR. The extracts of the Tariff Regulations 2014 are as follows: 
 

Extracts 2-2: Debt as per Tariff Regulations 2014 

 

37. As per the Tariff Regulations 2014, the interest rate would be applicable on the 

actual loan portfolio at the beginning of each Financial year. The extracts from 

the Tariff Regulations 2014 is as under 
 

Extracts 2-3: Interest applicable as per Tariff Regulations 2014 
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38. We have considered a Debt of 70% of Capitalisation for the new Projects. We 

have tied  up Rs 150 Crores from UBI during the FY 2021-22 and the disbursal 

of the loan commenced in FY 2021-22. This loan of Rs 150 Crores would be 

utilised for the capex approved by the Hon’ble Commission for FY 2021-22 (Rs 

184.65 Crores). The extracts from the Sanction Letter of UBI providing the 

salient features are as given below: 
 

Extracts 2-4: Extracts from the Sanction Letter of UBI 

 

39. Considering the above rate, the Interest amount for 3 months of FY 2020-21  and 

for FY 2021-22 is as follows: 

 

Table 2-10 : Interest on Long Term Debt for 3 Months of FY 2020-21 and FY 2021-22  
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40.  As can be seen from the table above, no capitalisation has been considered for 

FY 2020-21 (3 Months)  
 

2.5. Other Finance Costs 

 

41. TPSODL had incurred a cost of Rs 0.09 Crores for FY 2020-21 and Rs 1.27 Crores 

in FY 2021-22 towards Other Finance Costs and the same has been included in 

the ARR for the respective periods. 
 

2.6. Interest on Loans transferred in Opening Balance Sheet 

 

42. Some loans have been transferred from Southco Utility to TPSODL and 

TPSODL has paid interest on the same. While some of the loans are Working 

Capital Loans and normative Interest on Working Capital has been claimed 

separately, an amount of about Rs 79 Crores pertains to other loans. The Interest 

on such loans also need to be reckoned for the FY 2020-21 and for FY 2021-22. 

The interest for these two periods works to Rs 1.14 Crore and Rs 3.96 Crores . 

At this point, as the ASL amounts need to be reworked , this interest has not 

been considered in the ARR petition. The same may be allowed at the later stage 

by the Hon’ble Commission after finalisation of the ASL for TPSODL. 
 

2.7. Interest on Working Capital 

 

43. As per the Tariff Regulations 2014, the computation of Working Capital and 

also the interest on the same is as given in the table below: 
 

Extracts 2-5: Working Capital and Interest on the same as per Tariff Regulations 2014 
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44. As regards the funding of the Working Capital from collection of outstanding 

receivables, the Hon’ble Commission in the Tariff Order for erstwhile Southco 

utility had observed the following: 

 

412. In view of the fact that all the DISCOMs have huge outstanding receivables 

from the consumers the commission as per such provision of the Regulation 

directs the Licensees to fund the requirement of working capital by collection 

from the outstanding receivables. Therefore, no financing on working capital is 

allowed to the DISCOMs in the ARR for FY 2020-21. 

 

45. In this regard it is important to submit that as per the Vesting Order, the 

outstanding receivables prior to 31st December 2020, after deduction of 

incentive are passed on to Gridco. Hence such clause and reasoning is not 

applicable to TPSODL as the receivables cannot be retained by TPSODL. In the 

humble submission of TPSODL therefore, it is entitled to claim normative 

interest on Working Capital. Accordingly, we have considered that above 

regulations to work out the Interest on Working Capital and the interest rates 

as given by SBI on their Website https://www.sbi.co.in/web/interest-

rates/interest-rates/base-rate-historical-data. The Interest on Working Capital 

workings for the two periods is as follows: 

 

https://www.sbi.co.in/web/interest-rates/interest-rates/base-rate-historical-data
https://www.sbi.co.in/web/interest-rates/interest-rates/base-rate-historical-data
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Table 2-11 : Interest on Working Capital for 3 Months of FY 2020-21  

 

 

Table 2-12 : Interest on Working Capital for FY 2021-22  

 

 

2.8. Interest on Security Deposit 

 

46. The Interest on Security Deposit incurred by TPSODL for 3 month of FY 2020-

21 was Rs 3.15 Crores and for FY 2021- 22 was Rs 11.92 Crores 

 

2.9. Depreciation 

 

47. As per the Regulation 7.56 and 7.57 of the Tariff Regulations 2014, the 

depreciation would be worked out as follows: 
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Extracts 2-6: Depreciation as per Tariff Regulations 2014 

 

 

48. Further, as per the Vesting Order, there is an applicability of two rates of 

depreciation viz  a) Rate applicable for assets as existing on the Effective Date 

(i.e the date when TPSODL commenced their operations i.e 1st January 2021) 

and b) Rate as provided in Annexure 3 of the Vesting Order. The relevant 

extracts under Para 43 (g) of the Vesting Order stipulates the following 
 

(g) The capital investments made by TPSODL shall be allowed recovery of 

depreciation in line with the rates prescribed in Annexure – 3 till the time 

applicable regulation is notified by the Commission. The depreciation rates 

specified in regulations shall prevail over the rates specified in Annexure – 3 as 

and when applicable regulation is notified by the Commission. 

(h) Depreciation on all existing assets transferred to TPSODL shall be 

determined based on the existing methodology being followed by the 

Commission. 
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49. Based on the above there are two rates of Depreciation which are applicable as 

follows: 

 

Table 2-13 : Applicable Depreciation Rates for Assets  

 

 

50. Considering the above rates, the Depreciation as worked out for FY 2020-21 (3 

Months) and for FY 2021-22 are as follows 

 

Table 2-14 : Depreciation for the FY 2020-21 ( 3 Months)  

 

 

Table 2-15 : Depreciation for the FY 2021-22  
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51. The breakup of the Depreciation for above amount is provided in 4 Annexure 

2- Asset wise Break up of Depreciation. The breakup of the Depreciation for 

FY 2021-22 is presented in Table 4-1 and Table 4-2 

 

2.10. O&M Expenditure 

 

52. TPSODL had filed a petition (Case No 39 of 2021) seeking approval of 

appropriate expenditure required for addressing the need for improving the . 

The Hon’ble Commission had approved certain expenditure and also approved 

recruitment of manpower. The presentation of the expenditure for FY 2021-22 

is based on such approval. As regards the expenditure for FY 2020-21 (3 

Months), there was no separate approval for TPSODL. 

 

2.10.1. Employee Related Expenditure 

 

Employee Count 

 

53. The Hon’ble Commission had initially in the order in Case No 39 of 2021 had 

approved the recruitment of 220 personnel upto the period FY 2021-22 i.e (3 

month of FY 2020-21 and 12 months of FY 2021-22). The relevant extracts from 

the order is as follows 

 

Extracts 2-7 : Relevant Extracts from the Order in Case No 39 of 2021 

96. The Commission now allows 8% of the total proposed manpower of 2754 

(1999+60+695) to be recruited. This will include post facto approval for the 60 

persons already recruited without Commission’s approval. This would mean 

additional recruitment of 160 (.08X2754-60) employees 

 

54. However subsequently in the letter of the Hon’ble Commission dated 17th 

January 2022, it had revised the approval of recruitment form 220 employees to 

483 Employees. The extracts of the letter dated 17th January 2022 from the 

Hon’ble Commission is as follows: 

 
Extracts 2-8: Extracts from letter dated 17th January 2022 
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55. Against the above approval of 483 employees, TPSODL had recruited 475 

employees from commencement of operation from 1st January 2021 till end of 

FY 2021-22. The recruitment made by TPSODL over the various quarters are as 

provided in the table below 

 

Table 2-16 : Position of new employees in FY 2020-21 (3 Months) and FY 2021-22  

 
 

56. As can be seen from the above table, the quantum of 475 employees is lower  

than the approved strength of 483. We therefore request the Hon’ble 

Commission to approve these appointments.  

 

Employee Expenditure 
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57. The Employee expenditure is captured under three categories viz (a) Employee 

Expenditure towards erstwhile Employees (b) Employee Expenditure of new 

Employees and c) Staff Welfare expenditure for all the relevant employees. In 

addition, TPSODL has also taken the services of outsourced employees for 

various activities. The expenditure for FY 2020-21 ( 3 Months) is as provided in 

the table below.  

 

Table 2-17 : Employee Expenditure for FY 2020-21 (3 Months) (Rs Cr) 

 
 

58. The Hon’ble Commission is requested to approve the Employee Expenditure 

for FY 2020-21 (3 Months). Similarly, the expenditure for FY 2021-22 under this 

head is as follows: 

 

Table 2-18 : Employee Expenditure for FY 2021-22 (Rs Cr) 

 
Note: Approved amount shown includes the provision to the extent of Rs 17.77 Crs made in Mar 2022 towards HRA 

and also Medical allowance arrears that was approved subsequently by the Hon’ble Commission 
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59. As can be seen from the above table, the total actual Employee expenditure is 

within the approved employee expenditure. We therefore request the Hon’ble 

Commission to approve the actual Employee Expenditure for FY 2020-21 ( 3 

Months) and FY 2021-22  

 

2.10.2. R&M Expenditure 

 

60. The R&M Expenditure for FY 2020-21 ( 3 Month period) incurred by TPSODL 

is as follows: 
 

Table 2-19 : R&M Expenditure for FY 2020-21 (3 Months) 

 
 

61. The Hon’ble Commission is requested to approved the actual R&M 

Expenditure for FY 2020-21 
 

62. The Hon’ble Commission had in the order for Case No 39 of 2021 had approved 

the expenditure of Rs 88.57 Crores for FY 2021-22 The observation of Hon’ble 

Commission with regards to R&M Expenditure is as follows: 

 

103. In view of the fact that the Repair and Maintenance aspect is critical to the 

overall improvement of the distribution system. The Commission in this context 

observes that at the time of ARR petition the new operating company has not 

taken over and consequently the R&M cost projected by the Southco in the ARR 

was conservatively estimated. With the takeover of the new operating company 

the requirement under the R&M is now projected at a higher value taking into 

account the requirement for refurbishment of the network system. The 

Commission in the ARR order for FY 2021-22 approved the total expenses of 

Rs.55.36 crore under the head R&M. In the present petition TPSODL has 

proposed expenses under this head nearly double the cost approved by the 
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Commission in the ARR. The Commission after analyzing the petition now 

allows Rs. 88.57 crore that is 60% above the earlier approved cost. 

 

104. The Repair and maintenance expenditure against the above will be 

assessed by the Commission during the true-up exercise and periodical reviews 

and expenses will be allowed only after prudence check. 

 

63. The performance of TPSODL for FY 2020-21 ( 3 Months) and FY 2021-22 is as 

follows: 

 

Table 2-20 : R&M Expenditure for FY 2021-22  

 
 

64. As can be seen from the above table, the R&M Expenditure for FY 2021-22 was 

only marginally higher than the amount approved by the Hon’ble Commission. 

We wish to submit that TPSODL had inherited a network which required 

considerable amount of maintenance. Further the safety standards too required 

to be improved. TPSODL has in the pursuit of improving the reliability had 

undertaken several initiatives and hence incurred this higher expenditure. We 

therefore request the Hon’ble Commission to kindly approve of the actual  

R&M Expenditure for FY 2021-22 

 

2.10.3. A&G Expenditure 
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65. In addition to Employee Expenditure and R&M expenditure, TPSODL has 

incurred expenditure for smooth and efficient running of the operations under 

the head A&G Expenditure. Some of the expenditure under this head is 

required for meeting the statutory requirement while some activities are 

undertaken for improvement of billing, collection and customer services and 

such expenditure may be termed as Special A&G Expenditure. In addition to 

above, the “Normal A&G” expenditure is required for the functioning of the 

company. The broad categorisation above may also be presented as follows: 
 

Table 2-21 : Categorisation of A&G Expenditure  

Sr No Head of 

Expenditure 

Activities/Areas involved 

1 Statutory A&G 

Expenses 

Rents, Taxes, Insurance, Audit- Finance, Cost, Tax,  

Electricity Charges, Compensation towards accidents, 

Security for offices and its areas of operation. 

2 Special Spot Billing, Meter Reading, Collection, Disconnection 

Squad expenses, Arrear Recovery and Data Entry and 

Management Expenses 

3 Normal Travelling, Training, Legal Fees, Telephones, Printing , 

Vehicles and other Sundry Expenses 

 

FY 2020-21 

66. The expenditure incurred under this head for FY 2020-21 is as follows: 

 

Table 2-22 : A&G Expenditure for FY 2020-21 (3 Months) 

 

 

67. The Hon’ble Commission is requested to approve of the above expenditure for 

FY 2020-21 
 

FY 2021-22 
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68. As regards the A&G Expenditure for FY 2021-22, the Hon’ble Commission in 

its order in Case No 38 of 2021 has approved the following: 

 

110. On the above submissions the Commission observes that the expenditure on the 

A&G is a controllable expense and as per the OERC Tariff Determination Regulation 

additional expenses are allowed in this head for specific measures towards reduction 

of AT&C losses and improving collection efficiency. We find that the proposals mainly 

relate to improving metering management and services and customer services which 

are vital elements in reducing AT&C losses. The TPSODL is a new operating company 

and we believe that they have planned out their activities diligently for improving the 

overall distribution business. At this stage we allow the additional A&G expenses of 

about sixty percent of the approved cost of Rs.45.13 crore in the ARR for FY 2021-22. 

The Commission now allows the total A&G expenses of Rs.72.20 crore for FY 2021-22. 

However, the petitioner is directed to produce the required justifications for such 

additional expenses under the head A&G expenses incurred in the truing up petition for 

FY 2021-22. The expenses under this head will accordingly be allowed after prudence 

check. 

 

69. The Actual A&G Expenditure for FY 2021-22 for TPSODL was as follows: 
 

Table 2-23 : A&G Expenditure for FY 2021-22  
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70. It is submitted that though the actual expenditure is higher than the approved 

amount, TPSODL has in the FY 2021-22 taken up several activities and 

initiatives for improving customer services, improving collection efficiency, 

reduction of provisional billing, improving the reach to consumers, opening 

avenues for registration of consumer complaints and handling of customer 

grievances which have finally culminated into improving over the AT&C loss 

target committed by TPSODL in their Vesting Order. The performance in terms 

of AT&C loss for FY 2021-22 for TPSODL was as follows: 

 

Table 2-24 : AT&C Losses for FY 2021-22  

 

 

71. It is therefore submitted that A&G expenditure incurred by TPSODL has been 

gainfully spent and hence we request the Hon’ble Commission to kindly 

approve the Actual A&G Expenditure for FY 2021-22 

 

2.11. Return on Equity 

 

72. As per the Vesting Order, the Return on Equity would be available as follows: 
 

58. Return on equity: 

 

(a) As per the terms of the RFP, the Commission shall allow return on equity, 

as per the Tariff Regulations, to TPSODL on the equity capital of Rs. 200 crores 

(Indian Rupee Two hundred crores) only which was the reserve price of the 

utility of SOUTHCO. 

 

(b) Return on equity shall be allowed on the reserve price of the utility as per 

para 58(a) above and also on the capital investments made by the TPSODL, as 

per the Tariff Regulations. 

 

73. In addition, the Tariff Regulations 2014 provide for Return on Equity as follows: 

 

Extracts 2-9 : Return on Equity as per Tariff Regulations 2014 
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74. On the basis of the above, TPSODL has worked out the Return on Equity (RoE) 

for the capitalization arising out of the Capex undertaken by TPSODL after 

Effective Date.  For assets capitalised during the year, TPSODL has claimed half 

or 8% of the ROE on the Equity addition on such capitalisation.The RoE 

workings are as follows: 

 

Table 2-25 : Return on Equity for FY 2020-21 (3 Months)  
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Table 2-26 : Return on Equity for FY 2021-22  

 

 

2.12. Income Tax 

 

75. As per the Tariff Regulations 2014, the income tax would be allowed as follows 

 

Extracts 2-10 : Income Tax as per Tariff Regulations 2014 
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76. TPSODL had commenced its operations on 1st January 2021 and has therefore 

paid Income Tax for two Financial Years (or two Assessment Years). It is 

submitted that TPSODL has earned its income from Distribution Business only 

and not from any other business. Accordingly, all the tax paid has been 

included in income tax computations. Hence for FY 2020-21 comprising 3 

months, the Taxes paid are as follows: 
 

Table 2-27 : Income Tax payment for FY 2020-21  

 

 

77. Similarly, TPSODL has paid Income Tax of Rs 20.80 Crores (net of refund) for 

FY 2021-22. The Details of the same comprising of TCS, TDS, Advance Tax and 

Self Assessment Tax for the FY 2021-22 is as follows: 
 

Table 2-28 : Income Tax payment for FY 2021-22  

 

 

78. TPSODL will furnish further details of payment of the above tax if the Hon’ble 

Commission directs to do the same 
 

2.13. Non Tariff Income 

 

79. As per the Tariff Regulations 2014, the following are included in the Non Tariff 

Income 
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Extracts 2-11: Elements of Non Tariff Income 

 

 

80. The Hon’ble Commission in the past tariff Orders, have not been considering 

a) Meter Rents b) Delayed Payment Charges and c) Power Factor Penalty in the 

computation of Non Tariff Income . Further, as per the Vesting Order, the 

treatment of Incentive on Past arrears is as follows 
 

67. As per the RFP, the gains accruing to TPSODL on account of better performance in 

reducing AT&C loss upto FY 2030-31 and incentive on recovery of Past Arrears shall be 

allowed to be retained in full by TPSODL…… 

81. Accordingly, a) Meter Rent, Delayed Payment Charges, Power Factor Penalty 

and b) Incentive on Arrear collection have been excluded from computations of 

the Non Tariff Income. In addition, the interest on Grants for Soubhagya has 

not been taken as this interest is required to be returned to the Government. 

Further, the amount written back to the extent of Rs 0.14 Crores pertaining to 

ASL has not been considered here and will be dealt with in determination of 
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ASL. Based on the same, the Non Tariff Income for computation of the ARR for 

FY 2020-21 ( 3 Months) and for FY 2021-22 is as follows: 
 

Table 2-29 : Non Tariff Income for FY 2020-21 ( 3 Months) 
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Table 2-30 : Non Tariff Income for FY 2021-22 

 

 

2.14. Efficiency Gains to due Improvement of Losses 
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82. The Hon’ble Commission has been considering a Distribution Loss of 25 % for 

the purpose of determination of ARR. Based on the same as explained in 

Paragraph 24 and Paragraph 26 of this petition, the gains on account of 

improved AT&C loss has been worked out for the two periods under 

consideration i.e 3 Month of FY 2020-21 and 12 Months of FY 2021-22.   The 

efficiency gains have been worked out in the tables below: 
 

Table 2-31 : Efficiency Gains for FY 2020-21 (3 Months) 

 

 

Table 2-32 : Efficiency Gains for FY 2021-22 (12 Months) 

 

 

2.15. ARR for 3 Months of FY 2020-21 and for FY 2021-22 and Gap working 

 

83. Based on the above computations, the ARR for FY 2020-21 (3 Months) and FY 

2021-22 and the resultant Gap for the two periods is presented in the table 

below: 
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Table 2-33 : ARR and Resultant Gap for 3 Months of FY 2020-21 

 

Table 2-34 : ARR and Resultant Gap for FY 2021-22 
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2.16. Carrying Cost 

 

84. The Tariff Regulations 2014 permit recovery of the carrying cost for the 

Gap/Surplus. The extracts of the Tariff Regulations 2014 in this regard are as 

follows: 
 

Extracts 2-12 : Carrying cost for Gap/(Surplus) 

 

 

85. Based on the above, the carrying cost is as give in the table below 
 

Table 2-35 : Carrying Cost Working for Various years 

 

Note: The carrying cost period is based on the recovery from the middle of the relevant period to middle 

of FY 2023-24 as the same can be recovered earliest in FY 2023-24 
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3. Annexure1 : Actual Power Purchase by TPSODL in FY 2020-21 (3 

Months) and FY 2021-22 

 

Table 3-1 : Power Purchase Expenses by TPSODL in FY 2020-21 (3 Months) 

 

Table 3-2 : Power Purchase Expenses by TPSODL from Gridco for FY 2021-22 
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Table 3-3 : Transmission Charges paid by TPSODL to OPTCL for FY 2021-22 
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4. Annexure 2- Asset wise Break up of Depreciation 

 

Table 4-1 : Breakup of Depreciation for FY 2021-22 on Opening GFA (Rs Cr) 

 

 

Table 4-2 : Breakup of Depreciation for FY 2021-22 on Assets added after 1st January 

2021 

 

 

 


