Before

UTTARAKHAND ELECTRICITY REGULATORY COMMISSION

In the matter of:

Non-compliance of UERC (The Electricity Supply Code) Regulations, 2007 with regard
to “Additional Security Deposit’.

And

In the matter of:

Managing Director, Uttarakhand Power Corporation Ltd. (UPCL): Respondent
And

In the matter of:

Executive Engineer, Urban Distribution Division (South),

UPCL, Dehradun: Respondent
Coram
Shri J.M. Lal Chairman
Shri C.S. Sharma Member
Shri K.P. Singh Member

Date of Hearings: November 22, 2013 & January 08, 2014

Date of Order: January 23, 2014

1. The Commission took suo-moto cognizance of a ‘Notice” issued by Executive
Engineer, Urban Distribution Division (South), [UDD(S)], UPCL, Dehradun to
Secretary, UERC vide reference No. 3763/ UDD(S) dated 23.09.2013 in the matter
of additional security deposit of electricity connection KCC No. 752 of UERC.
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2.

In the said notice, it was mentioned that:

“ 3IT9E SIESTT Yv FINOTT [AgT I POHIOHD T0 752 wigd WX 40 [doanw P [dgd
SUHIT 8 1AgT SIETIE, 2003 ®] ERI—47(2) & STIT SGRFT FIaYH w0 352000 T
[FF G @7 FIdETT & foradl qaTr SEl §9 BTy F1T Hi8d [dga [ & Argd o
99T # TE &)

3T ST SV & [ Y § Flew @ FINT & 30 [a7 @ i ARG Fiagia wo
3520.00 39 BTG § THE eIaT & TI9c & HEIJH W OTH] BT BT BE B, T STIBT
faga warTT SFT GHI HH GHG & UY [Aga SEATH 2003 B ERT 47(3) & SFEN
1T [AgT FIITT [T I 197 G wabar & [orgd weredvt 814 drell SIgIaer & ford
17 W Feaverdh &1/

The copy of the said notice was also endorsed to SDO, UDSD, Turner Road,

Dehradun directing him as “#/a/eifd gueavs sifienrd], T g f[Aaver Gyeve—ev v,
JEVIGT Pl 9 ST P T YT & I8 ghRTd #¥ [& I SFT ITHIFT EINT qIied SN
giofa @1 e §57 TS & G dYd & AT [T @ SaId T T8 @1 ol & df SYHITr T
T [A781eT &Y g9 BTy & VT qlad &y /"

On examining the electricity bills of KCC Connection No. 752 of UERC, it was
observed that the existing security deposit in April 2013 was of I44,524.21.
Further, considering the interest accrued on the security deposit for FY 2012-13,

the security deposit became I48,754.01 as shown in the electricity bill of May
2013.

In the electricity bills from May 2013 onwards, an amount of ¥3,519.99 had been

shown as an “Additional Security’ required.

Having a security deposit of I48,754.01 with UPCL against the said connection,
the demand/claim of ¥3,519.99, i.e. less than 10% of the existing security, as
additional security through ‘Notice’” was found to be in contravention to the
provisions of Regulation 2.3.1 of “The Electricity Supply Code” Regulations and
appeared to be malafide with intent of harassment as with regard to the
‘Additional Security’ the Regulation 2.3.1(2) of UERC (The Electricity Supply
Code) Regulations, 2007 stipulates that:
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“(2)Based on such review, if the security deposit falls short by not more than

10% of the existing security deposit, no claim shall be made for

payment of additional security deposit. In case the security deposit falls

short by more than 10% of the existing security deposit, the Licensee shall issue

the demand in the ensuing electricity bill.”

Therefore, the Commission decided to initiate a suo-moto proceeding in the
matter and issued the notices to MD, UPCL and Executive Engineer,
UDD(South), UPCL, Dehradun vide reference No. 963 & 962 dated 09.10.2013
respectively, to show cause and explain as to why appropriate action be not
taken against them in accordance with the provision of section 142 of the

Electricity Act, 2003 for non-compliance of the Commission’s Regulation.

In the above show cause notice Executive Engineer, UDD (South), UPCL,
Dehradun was also directed to submit the following information under affidavit

along with his reply by 18.10.2013:

i) No. of such notices issued to consumers from FY 2011-12 to FY2013-14,
alongwith the details of amount deposited in this regard.

ii) Details of No. of cases where demand for additional security raised was less

than 10% of the amount of Security held/existing Security.

iii) Details of No. of disconnections made from FY 2011-12 to FY2013-14 on non-

receipt of amount from the consumers demanded through such notices.

In compliance to the direction given in the show cause Notice dated 09.10.2013,
Executive Engineer, UDD (South), UPCL, Dehradun submitted its reply on
affidavit vide letter no. C-58/ 7/3d/d@(qy) dated 18.10.2013 stating that:

" GUS BT ERT [T (53 I aTet @owHlodo 13e7 @7 BIvde FE&Iers GIRT GaT% 1337
T & forer 1 SUHITar §IRT AT 1 TS GTHITd VI U9 @Y STETTT VIS @7 [3av e STl
&/ Tl IR SuHadr gRT /F ST Ve @) T G fAchd aF & e H
13177 8F HIIT 4 GrF O V& HIHCIIRY FINT ¥ Y ol il & [ored] VIS SuHIF @
faga e ¥ gRafera &idl 8 sl St & STTEv gv forT SuHITds & [awg SaRaT THrTd
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10.

11.

12.

13.

IR o1 8] & @ §9 I §RT & THIAT VI @ [y Y WIE BT & a8d
T [7d &7 &% id & TET I8 Seored Hear g [ f[@ferT wreeddy J o [Agd
[775% ST §1°T G &g #16—2007 & 1975 2.3.1(2) & G&d &l &) T STHa <Ier
& 10 FIAerT &9,/ 5qreT &1 TUET &7 GIETT T8 8 3 3 @ forT suwiEiel @)
IARFT AT W STH G4 H TH THIAT VA P 10 FIATT B TIT H BH §IF G H)
G7% [de7 4 gRciierd g8 & @l 4 FICaer §97 @rlerd GINT e [T &% 89 T )

39 T J g8 o JaT BT 8 5 SuNiad aldiad Jq d oYl 139 T Tl & wEer
v gy for7 SuHIFael #l Ted T [T Y [7F T o BT [ved dvd @ BridE]
STV GIVT & T Vel &/

While, in connection to the Commission’s Notice, MD, UPCL requested for
extension of time for filing of its reply upto 20.11.2013 vide its letter No.
2278/UPCL/RM/D-52 dated 17.10.2013, which was accepted by the

Commission.

In the meantime, Executive Engineer, UDD (South), UPCL, Dehradun vide letter
No. 4285 /=fafexa(€o) /752 dated 28.10.2013 cancelled its ‘“Notice” dated 23.09.2013
in the matter of additional security deposit, which was in accordance with the

reply dated 18.10.2013 submitted by him before the Commission.

The Commission examined the submission of Executive Engineer, UDD(South),
UPCL, Dehradun and found that information on point No. (i) & (ii) was
furnished, however information required to be submitted against point No. (iii)
was not submitted. Through the said point No. (iii), Executive Engineer, UDD
(South), Dehradun was directed to furnish the details of no. of disconnections
made against non-receipt of demanded amount during the period. The
Commission found the reply unsatisfactory and hence, Executive Engineer, UDD
(South), UPCL, Dehradun was called for hearing on 22.11.2013 at 11:30 AM vide
letter No. 1101 dated 11.11.2013.

Meanwhile, MD, UPCL submitted its reply to the Show Cause Notice dated
09.10.2013 vide letter No. 2741 dated 18.11.2013 stating that:
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14.

15.

16.

1. The demand of additional security deposit of ¥3,519.99 raised against
connection No. KCC-752 was as per provisions of Regulation 2.3.1 (1)
and 2.3.1(2) of the UERC (The Electricity Supply Code) Regulations,
2007 and para 3 of Commission’s Order dated 27.07.2007. The para 3 of

the Commission’s aforesaid Order provided that:

“The interest accrued to the credit of consumer for the financial year shall be
adjusted in their electricity bills in the following financial years latest by 30"

June.”

2. MD, UPCL in para 2.4 of its reply attempted to justify the demand of

additional security showing detailed computation.

The reply submitted by MD, UPCL was not found satisfactory by the
Commission and the Commission observed that the approach of UPCL in
computation of additional security deposit was deviating from the basic spirit of
the provisions of relevant Regulations and subsequent Orders, and moreover
against the interest of consumers, therefore, decided to fix a hearing in the
matter on 06.12.2013 at 11:30 AM which was postponed due to unavoidable
circumstances and further rescheduled for 08.01.2014 at 12:30 Hrs., wherein MD,
UPCL was required to attend the hearing personally.

On 22.11.2013, the Commission heard Executive Engineer, UDD (South), UPCL,
Dehradun in the matter. Executive Engineer reiterated the submissions made by
him in its reply dated 18.11.2013 to the show cause notice issued by the

Commission.

During the hearing, the Commission enquired about the number of
disconnection made on non-receipt of amount from the consumers demanded
through such notices during FY 2011-12 to FY 2013-14. Executive Engineer, UDD
(South), UPCL, Dehradun submitted that no such disconnections were made for
this reason during the aforesaid period. The Commission also pointed out that

merely issuing notice would not serve any purpose unless the dues against
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17.

18.

19.

additional security are recovered from the defaulting consumers. The
Commission expressed its displeasure on inaction of UPCL for not realizing the
outstanding against additional security from the defaulting consumers and
recognize the act of issuing wrong notices to be malafide with the intent of

harassing the consumers.

The Commission heard the matter on schedule date, i.e. on 08.01.2014. Despite
the fact that MD, UPCL was required to appear personally before the
Commission, he did not present himself in the hearing without seeking any

exemption from the Commission.

During the hearing, the Commission enquired about the absence of MD, UPCL
as he was required to appear personally. Further, the Commission also enquired
that whether MD, UPCL has sought any exemption for his non-appearance from
the hearing. The representative of UPCL submitted that due to unscheduled
meeting called by Hon’ble Chief Minister, MD, UPCL was not able to personally
appear before the Commission. Further, representative of UPCL reiterated the
written submission of MD, UPCL, which was made before the Commission in
the reply to the Show Cause Notice. The representative of UPCL narrated the
mechanism of charging for Additional Security being practised in UPCL and
submitted that as per the understanding of the provisions of Regulations and
subsequent Order dated 27.07.2007, method of computation of additional

security adopted by UPCL is in accordance with the same.
Commission’s View:

(i)  With regard to the “Additional Security Deposit’ Regulation 2.3.1 of UERC
(The Electricity Supply Code) Regulations, 2007 stipulates that:

“(2) Based on such review, if the security deposit falls short by not more than 10%
of the existing security deposit, no claim shall be made for payment of additional
security deposit. In case the security deposit falls short by more than 10% of the
existing security deposit, the Licensee shall issue the demand in the ensuing
electricity bill.”
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(i)

(iif)

(iv)

The Commission has taken cognizance of the facts that the security
deposit of °48,754.01 already existing with UPCL against the said
connection, hence the demand/claim of *3,519.99 was illegitimate since,
the same is less than 10% of the existing security and holds that demand
of additional security through ‘Notices’” to the consumers having
additional security within 10% is harassment of honest consumer and the
‘Notice” issued by the licensee/ officer of the licensee is in contravention to

the provisions of “The Electricity Supply Code’ regulation referred above.

Besides above, it was also observed from the submission of Executive
Engineer, UDD (South), Dehradun that during FY 2011-12 total 38 notices
were issued for the amount of 47.70 lac against which only 09 consumers
deposited the demanded amount and during FY 2012-13, no notice was
issued with regard to additional security deposit. In FY 2013-14, total 70
notices for "109.49 lac were issued out of which only 13 consumers

deposited the amount claimed in this regard.
In addition to the above, from the submission, it was also observed that:

(@) In FY 2011-12, additional security required from 13 consumers was
more than ¥1.00 lac, out of which only 01 consumer had deposited the

amount claimed by the licensee in this regard.

(b) In FY 2013-14, total 23 consumers had been listed for additional
security required beyond ¥1.00 lac, out of which only 06 consumers

deposited the amount claimed by the licensee in this regard.

The Commission is of the view that merely issuing notice would not serve
any purpose unless the dues against additional security are realized by
the licensee from the defaulting consumers. The Commission expressed its
displeasure on the lackadaisical approach of the licensee for not putting
efforts in realization of outstanding against additional security from the

defaulting consumers. The licensee should have taken appropriate action
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(vii)

against such consumers who failed to deposit the outstanding amount in

accordance with the provisions of the Act/Regulation.

UPCL in its written submission and also during the course of hearing
proceedings informed the Commission that from the combined reading of
Regulation 2.3.1 (1), 2.3.1 (2) of the Supply Code and para 3 of the
Commission’s Order dated 27.07.2007, it had appeared to the licensee that
the interest allowed in security deposit of the previous year is not the part

of existing security deposit.

The Commission does not agree with the above interpretation of UPCL
and accordingly does not find the reply of UPCL convincing and is of the
opinion that UPCL should also view this issue from the consumers’
perspective and if it had seen from the consumers” point of view it would
not have arrived at such erroneous claims of additional security deposit
from the consumers. Further, the Commission is of the view and hold

that:

(@) In accordance with the para 3 of the Commission’s Order dated
27.07.2007, accrued interest on the existing security deposit should
either be adjusted in the electricity bills of the consumers or added to
existing security deposits available with the licensee. In addition, it
would be relevant to note that interest on security deposit is paid for
the Financial Year ie. from April to March. Even though the
Commission has laid down that adjustment should be made latest by
30th June of the following year, however, interest on security deposit is
calculated upto March 31st of the previous year and should form part
of security deposit as on 1st April of the ensuing financial year.
Accordingly, for estimating the requirement of additional security
deposit the existing security deposit alongwith interest accrued

thereon should be considered.

Page 8 of 10



(b) MD, UPCL in its reply in the computation of demand of additional
security raised, has calculated interest on security deposit for complete
financial year and accordingly, the interest accrued as on 31st March of
the previous year has been calculated which forms part of security

deposit even in the accounts of UPCL as on 31st March of the year.

(c) Hence, in view of the above, the contention of UPCL appears to be
incorrect. The Commission in its Order dated 27.07.2007 had provided
that interest on security deposit was to be adjusted latest by 30 June of
the succeeding year. However, there was no bar on the licensee to
adjust it in the month of April itself, as these adjustments are carried
out by software. Further, interest accrued till 31st March of the
previous year forms part of the security deposit held by the licensee

even though adjustments are carried out belatedly.

(viii) The Commission took strong view on the non appearance of MD, UPCL in
the proceedings of personal hearing and directs MD, UPCL to take note of
the provision of Section 95 the Act and directives issued by the
Commission from time to time. The Commission further cautions MD,
UPCL that in future any laxity in this regard would not be pardoned and
stern action shall be taken for such violations and non-compliance in

accordance with the relevant provisions of the Act/Regulation.
Section 95 of the Electricity Act, 2003

“95. All proceedings before the Appropriate Commission shall be deemed to be
judicial proceedings within the meaning of sections 193 and 228 of the Indian
Penal Code and the Appropriate Commission shall be deemed to be a civil
court for the purposes of sections 345 and 346 of the Code of Criminal
Procedure, 1973.”

In light of above, the Commission hereby orders:

1) Managing Director, UPCL shall submit an explanation for his non-
appearance during the hearing inspite of the Notice issued for Personal

Hearing within 10 days from the date of issuance of the Order.
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20.

In accordance with the para 3 of the Commission’s Order dated
27.07.2007, accrued interest on the existing security deposit should either
be adjusted in the electricity bills of the consumers or added to existing
security deposits available with the licensee. Hence, UPCL is required to
calculate the interest on security deposit upto March 31st of the previous
year which would form part of security deposit as on 1st April of the
ensuing financial year. Accordingly, for estimating the requirement of
additional security deposit the existing security deposit alongwith interest

accrued thereon should be considered.

UPCL is required to incorporate appropriate logic in its billing software

accordingly.

UPCL is required to ensure that the notices under Section 47 (3) of the
Electricity Act, 2003 should be issued to only those consumers who are
actually in default and once the notices have been issued, the licensee
should ensure the realization of such claimed additional security under

the provision of Act/Regulations.

The compliance report of the direction issued at Sl. No. 3 shall be submitted by
the licensee latest by 28.02.2014.

(K.P. Singh) (C.S. Sharma) (Jag Mohan Lal)
Member Member Chairman
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