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1. Introduction
1.1 Background

Bihar the 13" largest state of India in terms of area of 94,163 Km?, is also the 3“most populous state of
the country with its administrative capital at Patna. The cities of the State reflect the essence of Bihar’s
culture in every nook and corner. While some cities are popular for their culture, others are famous for
their historical attractions and pilgrimage sites.

Gaya the 2nd largest city of Bihar is known for itshistorical and mythological significance. Other cities
like Vaishali, Jamui, Aurangabad and Rohtas are popular for representing the culture and tradition of
Bihar.

In 2001, literacy rate in Bihar stood at 47.00%and has seen upward trend, which is 61.80% as per 2011
population census. With abundant availability of quality human resources, Bihar is a significant
destination for investments in manufacturing industry, tourism and infrastructure.

Power sector is a critical infrastructure element required for the smooth functioning of the economy.
An efficient, resilient and financially sustainable power sector is essential to stimulate growth and
prosperity in the state. The availability of reliable, quality and affordable power can ensure growth of
all sectors of economy including agricultural, industrial and others.

The Power Consumption in Bihar has grown from 144 kWh per capita consumption in FY 10 to 270 kWh
per capita consumption in FY 16, the electricity consumption in the State has grown at a CAGR of
7.06%.

The Gross State Domestic Product (GSDP) of Bihar grew at a CAGR' of 11.99% between 2011-12 and
2017-18. Bihar has witnessed strong growth in per capita net state domestic product (NSDP). At
current prices, per capita NSDP of the state grew at a CAGR of 10.16 per cent during 2011-12 to 2017-
18. Bihar is the fourth largest producer of vegetables and the eight largest producers of fruits in India.
Bihar has high agricultural production making it one of the strongest sectors of the state. About 80 per
cent of the state’s population is employed in agriculture, which is much higher as compared to India’s
average. The state has a large base of cost-effective industrial labour, making it an ideal destination for
a wide range of industries. The state enjoys a unique location specific advantage because of its
proximity to the vast markets of eastern and northern India, access to ports such as Kolkata and Haldia
and to raw material sources and mineral reserves from the neighboring states.

Bihar State Electricity Board (“Board” or “BSEB”) originally constituted on 1% April 1958 under Section 5
of the Electricity (Supply) Act, 1948 and was engaged in the management of electricity generation,
transmission, distribution and related activities in the State of Bihar.

Under the new 'Bihar State Electricity Reforms Transfer Scheme 2012, the BSEB has been unbundled
into five companies:

Bihar State Power (Holding) Company Limited (BSPHCL),
Bihar State Power Transmission Company Limited (BSPTCL),
Bihar State Power Generation Company Limited (BSPGCL),
South Bihar Power Distribution Company Limited (SBPDCL),
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e. North Bihar Power Distribution Company (NBPDCL)

with effect from 1*November 2012 vide notification dated 30.10.2012.

a. “Bihar State Power (Holding) Company Limited” means the Company that will own shares of
newly incorporated reorganized four companies i.e. Bihar State Power Generation Company
Limited, Bihar State Power Transmission Company Limited, South Bihar Power Distribution
Company Limited, and North Bihar Power Distribution Company Limited.

b. “Bihar State Power Generation Company Limited” means the Generating Company to which the
Generating Undertakings of the Board are to be transferred in accordance with this Scheme.

c. “Bihar State Power Transmission Company Limited” means the Transmission Company to which
the Transmission Undertakings of the Board are to be transferred in accordance with this Scheme.

d. “South Bihar Power Distribution Company Limited” And “North Bihar Power Distribution Company
Limited”, collectively mean the Distribution Companies, to which the Distribution Undertakings of
the Board are to be transferred in accordance with this Scheme.

This Business Plan is being submitted separately by “South Bihar Power Distribution Company Limited”

1.2 Key Initiatives
1.2.1 Ujwal DISCOM Assurance Yojna (UDAY)

In an initiative to revive the financially distressed Distribution Companies the Union Cabinet chaired by
the Hon’ble Prime Minister Shri Narendra Modi, approved a new scheme moved by the Ministry of
Power - Ujwal DISCOM Assurance Yojna (UDAY). UDAY provides for the financial turnaround and
revival of Power Distribution companies (DISCOMs), and thereby ensuring a sustainable permanent
solution to the problem.

The scheme comprised of four initiatives - improving operational efficiencies of Discoms, reduction of
cost of power, reduction in interest cost of Discoms and enforcing financial discipline on Discoms
through alignment with state finances. It allowed state Government, which own the Discoms, to take
over 75% of their debt as of September 30, 2015, and pay back lenders by selling bonds. Discoms were
expected to issue bonds for the remaining 25 % of their debt.

Consequently, on February 22, 2016 the NBPDCL has entered into a tripartite MOU with Government
of India and Government of Bihar, in order to improve the operational and financial efficiency and to
enable financial turnaround of the Discom.

Under the Uday Scheme the Blhar Discoms took the following measures:

a) For the 50% of the debt remaining with it as on 30" September, 2015, DISCOM to fully/ partially
issue state government guaranteed bonds or get them converted by Banks/Fls into loans or bonds
with interest not more than the Bank base rate plus 0.1%. DISCOMs and the Government of Bihar
to ensure timely payment of lender’s dues towards principal/interest for the balance debt

remaining with DISCOM.

b) The DISCOMs shall pay interest to the Government of Bihar on the outstanding loan in a financial

year at the rate at not exceeding the coupon rate at which GoB issued Non-SLR Bonds.
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c) As per the UDAY scheme, all DISCOMs have to reduce AT&C losses to 15% by FY 2019-20 as per

the following trajectory:

AT&C Losses as per UDAY MOUfor NBPDCL

FY 2016-17 FY 2017-18 FY 2018-19 FY 2019-20

T&D Loss 34.00% 28.00% 20.00% 15.00%

d) The DISCOMs shall increase hours of power supply in areas showing reduction in AT&C

losses.

e)  Asper the UDAY scheme, the Bihar Discoms have to eliminate gap between ACS & ARR by FY
2019-20.

1.2.2 24x7 Power for ALL

On December, 2015, the Govt. of Bihar entered into agreement with Govt of India committing round
the clock power to all the households of Blhar by FY 19. The 24x7 Power for All programme is a joint
initiative of the Government of India (Gol) and State Governments, with the objective to provide 24x7
power to households, industry, commercial, and other consuming entity, and adequate power to the
agricultural sector by FY19. This roadmap document aims to identify the requirements to meet the

above objectives for Blhar.

‘24x7 Power for All’ (PFA) programme is implemented by Government of Bihar (GoB) with active
support from the Government of India with the objective to connect the unconnected consumers

in a phased manner by March 2019 and to ensure 24x7 quality, reliable and affordable power
supply to all Domestic, Commercial and Industrial consumers within a pragmatic but fixed timeframe.
Agriculture consumers will also be given supply as per requirement in a cost effective manner. Power
Sector development being the most crucial prime-mover for the overall development of the State,
Government of Bihar is committed to accord highest priority to power sector and accordingly, is
committed to provide full support to all the associated utilities for ensuring quality power supply.
Government of Bihar, in synergy with Government of India, would try to ensure that all the necessary
steps outlined in the PFA document are taken up in terms of village electrification, capacity addition,
power purchase planning, strengthening the required transmission and distribution network,
encouraging renewable energy, undertaking customer centric initiatives, reduction of AT&C losses,
bridging the gap between ACS and ARR, and following good governance practices in the

implementation of all electricity related Central and State Government Schemes.

The Government of India would synergize and supplement the efforts of the Government of Bihar

through a fast-track resolution of key issues pertaining to Generation & Transmission and ensuring
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enhanced allocation in various Distribution schemes. Envisioning 24x7 reliable and affordable
electricity in the State of Bihar is a joint dream and hence Government of India will support the efforts
of Government of Bihar in every possible manner to make it a reality provided Government of Bihar
puts its best foot forward for achieving this dream so that equitable development across all regions of
the State of Bihar is ensured. The Central and State Governments would meet regularly to review the
progress of programme over the next two years and would strive to achieve the objectives by taking

necessary steps as envisaged in this Power for All document.

The brief summary of the major targets under the 24x7 Power for All initiative are detailed below:

a. Ensure reliable 24x7 supply to consumers by FY 2018-19. The hours of supply for
agriculture consumers will be decided by the State Government.

b. Ensure that all unconnected households are provided access to electricity in a time
bound manner by FY 19.

c. Ensure adequate capacity addition planning and tie ups for power from various
sources at affordable price to meet the projected power demand in future.

d. Strengthen the transmission and distribution networks to cater to the expected
growth in demand of existing as well as future consumers.

e. Assess financial measures including optimization of investments and undertaking
necessary balance sheet restructuring measures to ensure liquidity in the finances of
the utility.

f. Put in place a strategy to ensure reduction of AT&C losses as per agreed loss
reduction trajectory and methodology and chalk out measures required at every level
of distribution.

g. Identify steps for implementation and adoption of modern technologies to monitor
reliability of supply. Identify steps for monitoring and timely commissioning of
various generating plants and transmission and distribution infrastructure to meet

the expected growth in demand.

1.3 Regulatory framework
1.3.1 Background

As per the Constitution, the power sector in India is the combined responsibility of Central and State
Government. Over the years, reforms in Indian power sector have been driven by the Union
Government in an endeavor to achieve sustainable growth & improvement in operational efficiencies.
One of the hallmarks of this reform Agenda is the Electricity Act, 2003 (hereinafter referred as EA, 2003
or simply the “Act” unless specified otherwise).

The Electricity Act, 2003 attempts to induce competition in electricity sector for creating an
environment conducive to supply of good quality of electricity to all categories of consumers at
affordable/reasonable prices. The access to electricity markets for captive generators, open access
participants and parallel licensees has led to evolution of multi buyer market mechanism. Adequate
investment in Intra-state and Inter-state transmission infrastructure would also be required for
supporting power generation. This vibrant power market would facilitate competitive merchant power
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plants to be set up pursuant to the promotional policies like mega power plants etc, and incentives
offered by the Government such as availability of state specific resources like land, water, rebate in
local taxes, etc.

1.3.2 Enabling Provisions in Electricity Act, 2003

The Government of India has notified the Electricity Act, 2003 with effect from 10™ June 2003 which
requires the State Governments to initiate major changes in the Industry Structure and Operations of
the state power sector. The broad objectives of the Electricity Act, 2003 as incorporated in its preamble
is to consolidate the laws relating to generation, transmission, distribution, trading and use of
electricity and for taking measures conducive to development of electricity industry through way of
reforms and restructuring, promoting competition therein, protecting interest of consumers and
supply of electricity to all areas, rationalisation of electricity tariff, ensuring transparent policies
regarding subsidies, promotion of efficient and environmentally benign policies, constitution of Central
Electricity Authority, Regulatory Commissions and establishment of Appellate Tribunal and for matters
connected therewith or incidental thereto.

It has introduced a number of innovative concepts like de-licensing of generation, power trading, Open
Access, Appellate Tribunal, etc., and special provisions for the rural areas. The Act has made it
mandatory for all the States to restructure their SEBs.

The major provisions of the Electricity Act 2003 related to Distribution are:

e As per Section 3 of the Electricity Act 2003, the CEA has been entrusted with the responsibility
of preparing the National Electricity Plan in accordance with the National Electricity Policy and
notify such plans once in five years.

e Preparation, publication and notification of National Electricity Plan by the Central Electricity
Authority. (Section 4)

e Duty to supply on request: This provision very clearly indicates that it shall be the duty of the
licensee to supply electricity to the premises of the applicant within 30 days from the date of
application. (Section 43)

e Power to recover charges for supply of electricity in accordance with the methods and
principles laid down by the State Commission.(Section 45)

e Electricity Supply Code- This section empowers the State Commission to specify the ES code for
effective operation of supply, billing, disconnection, restoration of supply etc. (Section 50)

e Provisions relating to safety and electricity supply (Section 53)

e Provisions relating to Disconnection of supply (Section 56)

e Use of meters — this provision makes it very clear that no licensee shall supply electricity except
through installation of a correct meter (Section 55)

e Specific provision for disconnection of supply in default of payment. However, the sections
clearly says such disconnection can be made only after giving a 15 days clear notice to the
consumer. Subsection (2) under this section also specifies a limitation of two years for recovery
of dues (Section 56)

e Consumer protection - Provisions under this section says that appropriate standards of
performance shall be determined by the Commission. Failure to adhere to the standards, the
licensee becomes liable for penalty or prosecution besides providing compensation to the
consumer. (Section 57)
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e Provides for establishment of consumer grievance redressal forum by the licensee as per the
guidelines issued by the Commission. (Section 42 (5))

e Provides for establishment of Ombudsman for redressal of grievances not properly addressed
by consumer grievance redressal forums (Section 42(6))

e Provides for assessing unauthorized use of electricity by the assessing officer. Under the
explanation, Assessing officers are defined as “ An Officer of State Government , Board or
licensee as the case may be, designated as such by the State Government” (Section 126)

e Provides for constitution of appellate authority to hear appeals on the assessment by the
assessing officers (Section 127)

The Act has created a conducive environment for investments in all segments of the industry, both for
public sector and private sector, by removing barrier to entry in different segments.

Functions as specified in the Act are:

e Distribution;

e Planning & co-ordination of distribution system;

e Development of efficient and economical distribution lines and sub-station for efficient
transmitting of power to the consumers;

e Providing non-discriminatory open access to the system

1.3.3 National Electricity Policy

The National Electricity Policy was notified by Gol as per provisions of the Act on February 12, 2005.
This Policy aims at accelerated development of the power sector, providing supply of electricity to all
areas and protecting interests of consumers and other stakeholders keeping in view availability of
energy resources, technology available to exploit these resources, economics of generation using
different resources and energy security issues.

The main objectives of the Policy were:

e Access to Electricity Available for all households.

e Supply of Reliable and Quality Power of specified standards in an efficient manner and at
reasonable rates.

e Financial Turnaround and Commercial Viability of Electricity Sector.

e Protection of consumer interests.

The National Electricity Policy lays down the approach for developing Rural Electrification distribution
backbone and village electrification to achieve the target of completing household electrification. The

policy also envisages financial support in terms of capital subsidy to States for rural electrification and
special preference weaker sections for rural electrification.

The Policy notes that in view of the required magnitude of the expansion of the sector, a sizeable part
of the investment requirement will need to be brought in from the private sector. In keeping with this,
it specifies that special mechanisms would be created to encourage private investment in the
distribution sector so that sufficient investments are made for achieving the objective of demand to be
fully met by 2012.

The National Electricity Policy notified on 12" February, 2005 inter-alia states that —
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“5.4.1 Distribution is the most critical segment of the electricity business chain. The real
challenge of reforms in the power sector lies in efficient management of the distribution sector.

5.4.2 The Act provides for a robust regulatory framework for distribution licensees to safeguard
consumer interests.

5.4.3 For achieving efficiency gains proper restructuring of distribution utilities is essential.
Adequate transition financing support would also be necessary for these utilities.

5.4.4 Conducive business environment in terms of adequate returns and suitable transitional
model with predetermined improvements in efficiency parameters in distribution business
would be necessary for facilitating funding and attracting investments in distribution. Multi-
Year Tariff (MYT) framework is an important structural incentive to minimize risks for utilities
and consumers, promote efficiency and rapid reduction of system losses. It would serve public
interest through economic efficiency and improved service quality.

5.4.6 A time-bound programme should be drawn up by the State Electricity Regulatory
Commissions (SERC) for segregation of technical and commercial losses through energy audits.

5.4.10 Modern information technology systems may be implemented by the utilities on a
priority basis, after considering cost and benefits, to facilitate creation of network information
and customer data base which will help in management of load, improvement in quality,
detection of theft and tampering, customer information and prompt and correct billing and
collection .

5.4.12 SCADA and data management systems are useful for efficient working of Distribution
Systems. A time bound programme for implementation of SCADA and data management
system should be obtained from Distribution Licensees and approved by the SERCs keeping in
view the techno economic considerations. Efforts should be made to install substation
automation equipment in a phased manner.”

The policy also emphasises on higher efficiency levels of generating plants through renovation and
modernization, transmission capacity to have redundancy level and margins as per international
standards, adequate transitional financial support for reforming power utilities, encouragement for
private sector participation in distribution, putting in place independent third party meter testing
arrangement, adoption of IT system for ensuring correct billing, speedy implementation of stringent
measures against theft of electricity, emphasis on augmentation of R&D base, energy conservation
measures, appropriate tariff structure for managing the peak load, development of training
infrastructure in regulation, trading and power market, providing boost to renewable and non-
conventional energy sources, and necessary regulations and early appointment of Ombudsman for
redressal of consumers grievances.

1.3.4 National Tariff Policy

Some of Distribution related provisions of National Tariff Policy which have implication with regard to

the National Electricity Plan are:

e Supply of reliable and quality power of specified standards in an efficient manner and at
reasonable rates is one of the main objectives of the National Electricity Policy.

e The State Commission should determine and notify the standards of performance of licensees
with respect to quality, continuity and reliability of service for all consumers. It is desirable
that the Forum of Regulators determines the basic framework on service standards.



NBPDCL Business Plan for FY 2019-20 to FY 2021-22

A suitable transition framework could be provided for the licensees to reach the desired
levels of service as quickly as possible. Penalties may be imposed on licensees in accordance
with section 57 of the Act for failure to meet the standards.

e Making the distribution segment of the industry efficient and solvent is the key to success of
power sector reforms and provision of services of specified standards. Therefore, the
Regulatory Commissions need to strike the right balance between the requirements of the
commercial viability of distribution licensees and consumer interests.

e Loss making utilities need to be transformed into profitable ventures which can raise
necessary resources from the capital markets to provide services of international standards
to enable India to achieve its full growth potential.

e Efficiency in operations should be encouraged. Gains of efficient operations with reference to
normative parameters should be appropriately shared between consumers and licensees.

e Appropriate Commission should mandate Distribution Licensee to undertake load forecasting
every year and to publish and submit to the Commission their short, medium and long-term
power procurement plans to meet the load.

e The State Regulatory Commission will devise a specific trajectory so that 24 hours supply of
adequate and uninterrupted power can be ensured to all categories of consumers by 2021-22
or earlier depending upon the prevailing situation in the State.

e Micro-grids supplying renewable energy are being set up in such areas where the grid has
not reached or where adequate power is not available in the grid. Investment involved in
setting up of such micro grids is substantial.

¢ Implementation of Multi-Year Tariff (MYT) framework

e All power purchase costs need to be considered legitimate unless it is established that the
merit order principle has been violated or power has been purchased at unreasonable rates.

e The reduction of Aggregate Technical & Commercial (AT&C) losses needs to be brought about
but not by denying revenues required for power purchase for 24 hours supply and necessary
and reasonable O&M and investment for system up gradation.

e Consumers, particularly those who are ready to pay a tariff which reflects efficient costs have

the right to get uninterrupted 24 hours supply of quality power.

1.3.5 SERC Regulations

Regulations were enacted by the Regulatory Commission in compliance with the provisions of the EA
2003 and as guided by the National Tariff Policy and National Electricity Policy. The instant business
plan is filed before the Hon’ble Commission in compliance to the Regulation 5, 12.1 of the BERC (Multi
Year Distribution Tariff) Regulations, 2018. The relevant extract from the said Regulations is provided
below:

“5. Business Plan

5.1 The Distribution Licensee shall file a Business Plan, for the Control Period by a Petition in
accordance with BERC (Conduct of Business) Regulations, 2005 and its amendments from time
to time, by 15th September of the year prior to the commencement of the Control Period and
accompanied by such fee payable, as specified in the BERC (Fees, Fines and Charges)
Regulations, 2005 as amended from time to time.”

“12. Procedures relating to making of an application for determination of Tariff
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