Andhra Pradesh Electricity Regulatory  Commission

NOTE


Sub: - The (Cross subsidy) surcharge payable under the Electricity 

  Act, 2003 by the consumers for open access effective 


  10.06.2003.


***

1. The Electricity Act, 2003 has come into force on 10th June 2003.  The Electricity Act repeals the earlier Central laws, namely, the Indian Electricity Act, 1910, the Electricity (Supply) Act, 1948 and the Electricity Regulatory Commissions Act, 1998 as provided in sub-section (1) of Section 185 of the Electricity Act, 2003.  Sub-section (3) of Section 185 of the Electricity Act provides that the provisions of the State Acts listed in the Schedule to the Electricity Act, 2003 such as the Andhra Pradesh Electricity Reform Act, 1998 shall continue to apply in the State of Andhra Pradesh to the extent its provisions are not inconsistent with the provisions of the Electricity Act, 2003. 

2. Section 86 of the Electricity Act, 2003 provides for the functions of the Commission and it includes the determination of the tariff for  generation, supply, transmission  and wheeling of electricity,  wholesale,  bulk or retail,  as the case may be, within the State and to facilitate intra-state transmission and wheeling of electricity.

3. In addition to the above effective 10.6.2003 the Electricity Act, 2003 provides for an obligation to pay compensatory charges for access to the Transmission System and Distribution System for use by a consumer. These are provided in sub-section (2) of section 42 read with sections 39(2) (d) and 40 (c) of the Electricity Act, 2003. The relevant extracts of the above statutory provisions read as under:

39. (2) The functions of the State Transmission Utility shall be -  

  
…….. 


(d)
to provide  non-discriminatory open access to its transmission  system for use by-

(i) any  licensee or generating  company on payment of the transmission charges ; or


(ii)
any consumer as and when such open access is provided  by the State Commission under sub-section (2) of section  42, on  payment  of the transmission  charges and  a surcharge thereon,  as may be  specified  by the 

State Commission:


Provided  that such  surcharge shall be  utilised for the purpose  of meeting the requirement  of current level cross-subsidy:


Provided  further that such  surcharge and cross subsidies shall be progressively reduced and eliminated   in the manner as may be specified by the State  Commission:


Provided also that such surcharge may be  levied till  such time the cross subsidies are not  eliminated:


Provided  also that  the manner  of payment and utilisation of the surcharge shall be   specified by the  State Commission.


Provided also that  such surcharge shall not  be leviable in case open access is provided  to a person who has  established a captive generating  plant for carrying  the electricity to  the destination of  his own use.

 40.  
It shall be the duty of a transmission licensee  - 

…..


(c)
to provide  non-discriminatory open access to its transmission  system for use by-


(i)
any  licensee or generating  company on payment of the transmission charges; or


(ii)
any consumer as and when such open access is provided  by the 
State Commission under sub-section (2) of section  42, on  payment  of the transmission  charges and  a surcharge thereon,  as may be  specified  by the State Commission:


Provided  that such  surcharge shall be  utilised for the purpose  of meeting the requirement  of current level cross-subsidy:


Provided  further that such  surcharge  and cross  subsidies shall be progressively reduced and eliminated  in the  manner as  may be specified by the Appropriate Commission:


Provided also that such surcharge may be levied till  such time the cross subsidies are not  eliminated:


Provided  also that  the manner  of payment and utilisation of the surcharge shall be   specified by the  Appropriate Commission:


Provided also that  such surcharge shall not  be leviable in case open access is provided  to a person who has  established a captive generating  plant for carrying  the electricity to  the destination of  his own use.

……………..

42 (2) The State Commission shall introduce open access in such phases and subject to such conditions, (including the cross subsidies, and other operational constraints) as may be specified within one year of the appointed date by it and in specifying the extent of open access in successive phases and in determining the charges for wheeling, it shall have due regard to all relevant factors including such cross subsidies, and other operational constraints:


Provided that such open access may be allowed before the cross subsidies are eliminated on payment of a surcharge in addition to the charges for wheeling as may be determined by the State Commission :


Provided further that such surcharge shall be utilised to meet the requirements of current level of cross subsidy within the area of supply of the distribution licensee :


Provided also that such surcharge and cross subsidies shall be progressively reduced and eliminated in the manner as may be specified by the State Commission: 


Provided also that such surcharge shall not be leviable in case open access is provided to a person who has established a captive generating plant for carrying the electricity to the destination of his own use. 

4. The (Cross subsidy) surcharge provided under sub-section (2) of section 42 is therefore payable in case the access to the transmission system or the distribution system is for use by the consumers.   The surcharge is a compensatory charge payable to the Distribution Licensee of the area where the electricity is delivered to the consumer.  The (cross subsidy) surcharge is to be determined to meet the requirements of current level of cross subsidy within the area of supply of the distribution licensee. It is therefore to be calculated based on the difference between the applicable tariff rate to the consumer category concerned if the electricity is supplied by the Distribution licensee and the cost to the distribution licensee of effecting such supply to the specific category of consumers.

5. (a) The (cross subsidy) surcharge levy has come into force effective 10.6.2003 as per the provisions of the Electricity Act, 2003 and is applicable to all cases including to the existing consumers for whose benefit the transmission system and the distribution system are being used.

(b) The consumers availing supply from generating companies, (MPPs, NCEPs etc) under the wheeling agreements entered into with APTRANSCO/DISCOMS are open access consumers under the above provisions effective 10.06.2003 and shall be liable to pay the (cross subsidy) surcharge from 10.06.2003 or from the date of actual availment of wheeling facility as the case may be.

6. In the tariff order for the financial year 2003-04 the Commission had determined the cost of supply to the consumers of different categories and the tariff rate per unit applicable for supply by the distribution companies as under:

Cross subsidy surcharge for FY 2003-04

(in Rs.)

	Category
	NPDCL
	EPDCL
	SPDCL
	CPDCL

	
	Rev.
	CoS
	S.ch
	Rev.
	CoS
	S.ch
	Rev.
	CoS
	S.ch
	Rev.
	CoS
	S.ch

	HT-I General
	4.19
	2.64
	1.55
	4.69
	2.07
	2.62
	4.44
	2.41
	2.03
	4.38
	2.38
	2.00

	HT-II Others
	5.49
	2.38
	3.11
	5.26
	1.92
	3.34
	5.30
	2.26
	3.04
	5.32
	2.20
	3.12

	Railway Traction
	4.50
	3.69
	0.81
	4.50
	2.94
	1.56
	4.50
	3.29
	1.21
	4.50
	3.39
	1.11


   Note: Rev.: Average Revenue per unit; Cos: Cost of service per unit; S.ch: Surcharge per unit 

7. In the tariff order for the financial year 2004-05 the Commission had determined the cost of supply to the consumers of different categories and the tariff rate per unit applicable for supply by the distribution companies as under:

Cross subsidy surcharge for FY 2004-05

(in Rs.)

	Category
	NPDCL
	EPDCL
	SPDCL
	CPDCL

	
	Rev.
	CoS
	S.ch
	Rev.
	CoS
	S.ch
	Rev.
	CoS
	S.ch
	Rev.
	CoS
	S.ch

	HT-I General
	4.18
	2.73
	1.45
	4.60
	2.53
	2.07
	4.23
	2.68
	1.55
	4.21
	2.66
	1.55

	HT-II Others
	5.47
	3.11
	2.36
	5.46
	2.54
	2.92
	5.23
	2.45
	2.78
	5.37
	2.40
	2.97

	Railway Traction
	4.40
	3.39
	1.01
	4.40
	2.78
	1.62
	4.40
	3.13
	1.27
	4.40
	3.09
	1.31


    Note: Rev.: Average Revenue per unit; Cos: Cost of service per unit; S.ch: Surcharge per unit 

8. The difference between the cost to supply and the average revenue per unit pertaining to the respective consumer categories as mentioned above will be the cross subsidization surcharge payable to the concerned distribution licensee for use of the transmission and or the distribution system by consumers including the users under the existing wheeling agreements.

9. The above are the preliminary views of the Commission based on the interpretation of the provisions of the Electricity Act, 2003. 

10. The Commission is initiating a proceedings to hear the affected and interested parties on the above aspects and matters incidental and ancillary thereto.  
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