
Uttar Pradesh Power Distribution Network Rehabilitation MFF Sector Project (RRP IND 51395-002) 
 

DETAILED FINANCIAL ASSESSMENT OF THE EXECUTING AGENCY 

A. Introduction 

1. Uttar Pradesh State Electricity Board (UPSEB) was formed in 1959 under the Indian 
Electricity Supply Act, 1948 to provide electricity services in the State of Uttar Pradesh (UP). 
Subsequently in 2000, UPSEB was unbundled and 3 companies (Uttar Pradesh Power 
Corporation Limited, UP Jal Vidyut Nigam Limited and UP Rajya Vidyut Utpadan Nigam 
Limited) were formed to undertake transmission and distribution, hydro generation and 
thermal power generation. In 2001, electricity services in Uttarakhand were transferred to 
Uttarakhand Power Corporation Limited (UPCL) consequent to the formation of a new State, 
Uttarakhand.,   

2. Currently, Uttar Pradesh Power Corporation Limited (UPPCL) executing agency (EA) 
is responsible for the distribution of power in Uttar Pradesh through its five subsidiary 
distribution companies (DISCOMs):  
 

a. Dakshinanchal Vidyut Vitran Nigam Limited, Agra (DVVNL) 
b. Madhyanchal Vidyut Vitran Nigam Limited, Lucknow (MVVNL) 
c. Paschimanchal Vidyut Vitran Nigam Limited, Meerut (PVVNL) 
d. Purvanchal Vidyut Vitran Nigam Limited, Varanasi (PUVVNL) 
e. Kanpur Electricity Supply Company Limited, Kanpur (KESCO) 

 
3. Operations. While UPPCL and the DISCOMs are separate entities, a significant 
portion of their activities are governed by the operations and regulations of UPPCL. DISCOMs 
have a limited role, mainly consisting of distribution of power, operation and maintenance of 
the network, and implementation of projects within their territorial jurisdiction. All other aspects 
of operation, including cash management, equity investment, borrowings are all centralized 
with UPPCL. A synopsis of the operational relationship between UPPCL and its subsidiaries 
is given below: 

 
a. UPPCL is responsible for bulk procurement of power from various suppliers 

(and their payment) and provision of the same to the DISCOMs for distribution 
in their territories. 

b. All collections of the accounts receivable by the DISCOMs are remitted to 
UPPCL on a daily basis. UPPCL utilizes these cash flows for (i) payment for 
power purchase; (ii) repayment of Loans taken by UPPCL for various projects 
(being implemented by the DISCOMs), interest thereon (these payments are 
charged to Income Statement of each DISCOM); and (iii) transfer of funds to 
the DISCOMs based on their requirement for Repairs & Maintenance, staff 
payments, etc.  

c. Any shortfall in funding is arranged by UPPCL and any such borrowings (and 
costs thereon) are allocated to the DISCOMS periodically. 

d. All distribution projects supported by the Government of India and UP are 
routed through UPPCL for implementation by the DISCOMs. All funding (equity 
contributions, grants and borrowings) for such schemes are also routed 
through UPPCL.  

e. State government equity contributions are routed through UPPCL as equity to 
the DISCOMs 

f. UPPCL sets all operating guidelines including accounting procedures, staff 
rules, etc. which need to be adhered to by all the DISCOMs 

g. Each DISCOM accounts for all its activities individually and prepares its audited 
financial statements on a yearly basis. As a holding company, UPPCL prepares 

http://www.adb.org/Documents/RRPs/?id=51395-002-3
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standalone financial statement as also a consolidated financial statement 
incorporating financials of all its subsidiaries. 

 
4. In view of the close inter relationship between UPPCL and the DISCOMs, the entity 
financial analysis is presented for consolidated financials of the executing agency (EA) 
(UPPCL) and all the five DISCOMs. 
 
5. The companies are regulated by the Uttar Pradesh Electricity Regulatory Commission 
(UPERC) under the Electricity Act 2003. UPERC, in September 2019, notified UPERC (Multi 
Year Distribution Tariff) Regulations, 2020. These regulations determine tariff for the period 
from 1 April 2020 to 31 March 2025. Till 31 March 2020, the tariff was determined based on 
the UPERC (terms and conditions for determination of distribution tariff) 2014. The current 
regulations have made a few key changes for the computation of the annual revenue 
requirements (ARR) to those prevailing till 31 March 2020, which include: (i) reduction of return 
on equity from 16% pa to 15%; (ii) linking the computation of inflation on operating expenses 
to changes in the wholesale price index; (iii) change in the method of depreciation from written-
down value method to straight-line method; and (iv) methodology of calculation of working 
capital as also the rate of interest on working capital. 
  
6. Tariffs and revenues, once approved, are subject to trueing-up in subsequent years 
based on actual revenues earned and expenses incurred. Every year, after the audited 
financial statements are finalized, the DISCOMs are mandated to approach the UPERC for 
revision of tariff through a true-up petition. DISCOMs have filed true-up petitions up to FY2018, 
up to which their financial audits have been completed (refer para 8 for more details). During 
the truing-up process, UPERC may disallow actual expense and reduce the revenue recovery 
in future years, if the expense is not prudent or efficient in the view of the commission or the 
expense is not in accordance with its regulations and previous judgements/orders. 
  
7. The company, however, is insulated from the demand risk, as any under-recovery 
(after any subsidy received from the government) on account of a change in demand for 
electricity is compensated in the truing-up order through a combination of (a) revision of tariff 
and (b) creation in Regulatory asset (which is recovered in future years through a Regulatory 
surcharge). However, if UPERC is of the view that the shortfall is due to operational 
inefficiencies of the DISCOMs, it can direct the DISCOMs to recover such shortfall through 
improvements in operational efficiency.  
 
B. Tariff filings and issuance of tariff orders 

 
8. Each of the DISCOMs filed their petitions for business plan and along with multiyear 
tariff (MYT)/tariff plan for the control period FY20181 to FY2020 in June 2017. After public 
hearings, UPERC issued the tariff order for the control period FY2018 to FY2020 on 30 
November 2017. The tariff was effective December 2017. Subsequently, based on 
applications by the DISCOMs for true-up, UPERC passed appropriate orders on 22 January 
2019 and 3 September 2019 for true-up for FY2016, FY2017 and FY2018 as for revision of 
ARR for FY2019 and FY2020 based on updated operational and financial performance of the 
DISCOMS. As part of this order, UPERC also revised tariff effective October 2019. 
 
C. Historical Financial Performance 

 
9. A detailed analysis of UPPCL group’s historical performance indicates that even 
though UPPCL has been reporting losses during the past few years, it has received strong 
support from Government of Uttar Pradesh during the entire period, including substantial 
financial support in the form of equity, capital subsidy, revenue subsidy, interest subsidy, etc. 

 
1 FY2018 = Financial year ending 31 March 2018. 
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The aggregate financial contribution provided by Government of Uttar Pradesh during the 
period FY2015 to FY2019 amounts to ₹1,138 billion across all forms of contributions (including 
equity capital and grants of ₹330 billion). Government of Uttar Pradesh is expected to continue 
its financial support to UPPCL in future too until UPPCL is able to achieve financial 
independence. UPPCL’s financial performance from FY2015 to FY2019 is summarized in 
Table 1. The details of contribution provided by Government of Uttar Pradesh to UPPCL is 
provided in Table 2.  

Table 1:UPPCL-Summarized Financial Performance 
(Rs billion) 

 

1 Other Current liability includes current maturities of long-term borrowings. 
2 Operating Profit Ratio = Net income/operating revenue. 
3 Debt: Equity Ratio = Calculated as long-term debt/total equity (including reserves and surplus). 
4 Current Ratio = Calculated as current assets/current liabilities. 
5  Days Receivable = Calculated as trade receivables/operating revenue  
6  Days Payable = Calculated as trade payables/cost of power purchase  

Source: UPPCL. 
 

 

 

 

Particulars 2015 2016 2017 2018 2019

Provisional

PROFIT & LOSS ACCOUNT

Operating Revenue 305.4        360.2      405.2       444.9                500.3                

GOUP Revenue subsidy 59.1           61.4         60.8          58.1                   100.7                

UDAY subsidy for operational loss 2.7                      4.6                      

Additional compensation from GOUP 18.7           31.2         6.6             8.8                      3.6                      

Other income 11.0           19.7         15.0          21.1                   23.2                   

Total Income 394.2        472.6      487.6       535.6                632.4                

Cost of Power purchase 382.5        388.3      441.8       484.2                575.7                

Employee Cost and Other expenses 24.0           38.5         42.6          52.3                   56.0                   

Bad debts and Provisions 8.7              3.8            4.1             3.7                      6.2                      

 Earnings before Interest, Depreciation & 

Tax -20.9         42.1         -0.9            -4.6                    -5.5                     

 Bad debts written off - additional 

Finance cost 51.7           63.5         20.3          34.5                   46.2                   

Depreciation and Amortization 5.0              7.9            8.6             11.0                   11.3                   

Net Profit -77.7         -29.3       -29.8         -50.1                 -62.9                  

BALANCE SHEET

Net Fixed assets 200.9        260.5      319.2       382.0                488.1                

Other Non Current Assets 57.5           71.3         86.0          108.2                141.1                

Trade Receivables 252.7        347.5      458.9       560.7                682.2                

Other Current assets 124.5        132.5      159.6       193.2                191.2                

Total Current Assets 377.2        480.0      618.5       753.9                873.4                

Total Assets 635.7        811.8      1,023.7   1,244.2           1,502.7            

Equity Capital 397.5        568.6      728.8       804.0                911.9                

Reserves & Surplus -666.3      -575.0    -586.2      -634.1              -755.5               

Total Equity -268.7      -6.4          142.6       169.9                156.4                

Borrowings 515.2        195.0      402.5       552.3                581.1                

Other Non Current Liabilities 24.5           28.3         33.0          35.9                   59.9                   

Trade Payables 202.1        225.9      216.6       186.8                341.7                

Other Current Liabilities 162.6        369.1      229.1       299.3                363.7                

Total Current Liabilities 364.7        594.9      445.7       486.1                705.3                

Total Liabilities 635.7        811.8      1,023.7   1,244.2           1,502.7            

CASH FLOW STATEMENT

 Earning before Interest and Depreciation -2.2            44.7         -0.1            -5.3                    -6.2                     

Net Change in Working Capital -230.9      124.2      -277.4      -102.4              79.2                   

Cash flow from Operating activities -233.1      168.9      -277.4      -107.8              73.0                   

Cash flow from Investing activities 31.3           -232.0    -166.5      -173.3              -145.6               

Cash flow from Financing activities 197.9        66.5         458.3       280.6                59.7                   

Net cash flow -3.9            3.4            14.4          -0.4                    -12.8                  

RATIOS

Debt 539.7        223.2      435.4       588.1                641.0                

Equity -268.7      -6.4          142.6       169.9                156.4                

D:E Ratio -2.0            -35.0       3.1             3.5                      4.1                      

Current Ratio 1.0              0.8            1.4             1.6                      1.2                      

Days Receivable 302            352          413            460                    498                     

Days Payable 193            212          179            141                    217                     

Audited
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Table 2: Government of Uttar Pradesh Financial support to UPPCL 

(₹ billion) 

  
 
10. Revenue. While the total number of consumers have increased from 16.4 million in 
FY2015 to 25.5 million by 31 December 2019 (an increase of 55%) due to the accelerated 
rural electrification drive under Sahaj Bijli Har Ghar Yojana (SAUBHAGYA), the overall energy 
sales has increased from 61.2 billion units in FY2015 to 88.1 billion units in FY2019 (an 
increase of 44%). UPPCL group’s total revenues (including Government of Uttar Pradesh 
subsidy) also increased from ₹394 billion in FY2015 to ₹625 billion in FY2019 (an increase of 
58%) due to combined effect of increase in sales and tariff as also Government of Uttar 
Pradesh subsidy during this period. 
  
11. Operating performance. Power purchase cost during the same period (FY2015 to 
FY2019) increased from ₹382 billion to ₹576 billion (an increase of 51%). After considering all 
operating expenses, the Earnings Before Interest, Depreciation and Tax (EBIDTA) which was 
(-)₹20.9 billion (Loss) in FY2015, reduced to (-)₹5.5 billion in FY2019 (EBIDTA margin 
improved from (-) 5% of Revenues to (-)1% of Revenues during the period), due to improved 
operational performance. (i.e. reduction in distribution losses). 
  
12. Definitions. For clarity, we provide in this paragraph definitions of key terms pertaining 
to losses.2  
 

• Billing efficiency = Total energy billed to consumers/total energy input into the 
system 

• Collection efficiency = Collections for current billing (excluding collections for 
arrears)/current billing 

• Aggregate Technical and Commercial Losses (ATC losses) = 1 (billing efficiency x 
collection efficiency) x 100 

13. Distribution losses are the result of billing for a smaller amount of energy than the input 
into the system, which is partly due to technical reasons, and partly due to a combination of 
incorrect metering (defective meters, billing inefficiencies, and consumption above the norms 
used for estimating the consumption by un-metered consumers) and power theft (illegal 
electricity connections, and meter tampering). UPPCL has managed to achieve a reduction in 
the distribution losses from 22.6% in FY2016 to 18.2% in FY2019 due to number of measures 
undertaken to reduce the illegal electricity connections, increased metering and billing.  

 

 

 
2 Government of India. Glossary of Terms in National Power Portal. https://npp.gov.in/glossary. 
 
 

GOUP contribution to UPPCL 2015 2016 2017 2018 2019

Revenue subsidy/other support 59               61             61               58                       101                     

UDAY takeover of debt -              243          148            -                      

UDAY subsidy for operational loss 3                          5                           

Equity contribution 92 43 23 68 103

Additional contribution of GOUP as 

Revenue support 19               31             7                  9                          4                           

TOTAL 170 379 239 138 212

Actual

https://npp.gov.in/glossary
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Table 3: Actual Distribution Losses 

DISCOM 2016 2017 2018 2019 

DVVNL 24.4% 24.4% 25.1% 20.9% 

MVVNL 22.2% 22.8% 22.2% 17.8% 

PVVNL 18.6% 18.5% 17.4% 15.6% 

PUVVNL 23.0% 22.7% 23.2% 19.9% 

KESCO 18.3% 16.2% 13.0% 13.0% 

UPPCL 22.6% 21.6% 21.3% 18.2% 

 

Table 4: Actual Collection Efficiency 

DISCOM 2016 2017 2018 2019 

DVVNL 71.1% 74.5% 78.6% 74.2% 

MVVNL 65.9% 67.3% 67.4% 68.8% 

PVVNL 89.5% 85.6% 89.6% 89.5% 

PUVVNL 56.8% 54.8% 64.3% 66.1% 

KESCO 88.6% 90.0% 89.5% 91.3% 

UPPCL 74.2% 73.0% 77.4% 77.2% 

 
14. However, the collection efficiency (i.e. ratio between realized revenues and billed 
revenues) of UPPCL has only improved from 74.2% in FY2016 to 77.2% in FY2019. This is 
captured in the aggregate technical and commercial (ATC) losses as it combines the impact 
of distribution losses and collection inefficiency in cashflows (i.e. realized revenue). Due to the 
modest improvement of collection efficiency and distribution losses, the improvement in ATC 
losses is from 42.6% in FY2016 to 36.8% in FY2019.  
 

Table 5: Actual AT&C Losses 

DISCOM 2016 2017 2018 2019 

DVVNL 46.3% 43.7% 41.1% 41.3% 

MVVNL 48.8% 48.1% 47.5% 43.4% 

PVVNL 27.2% 30.3% 26.0% 24.5% 

PUVVNL 56.3% 57.7% 50.6% 47.0% 

KESCO 27.7% 24.7% 22.1% 20.6% 

UPPCL 42.6% 42.8% 39.1% 36.8% 

 
15. Financing charges. The financing cost, which was 51.7 billion in FY2015, reduced to 
₹20.3 billion in FY2017 due to the implementation of the Ujwal DISCOM Assurance Yojana 
(UDAY) program by the Government of India.3 Under this program, the Government of Uttar 
Pradesh initially took over 75% of the total debt of the DISCOMs, and progressively converted 
the entire debt taken over as equity/grant to the DISCOMs over the next 3 years. In FY2016, 
Government of Uttar Pradesh took over ₹391 billion of DISCOMs’ debt outstanding in 

 
3 The UDAY program was implemented by the Government of India in November 2015 for the operational and 

financial turnaround of the state power distribution utilities. The program focused on four major initiatives, 
namely, (a) improvement in operational efficiency, (b) reduction in cost of power purchase, (c) reduction in 
interest cost of DISCOMs and (d) reinforcing financial discipline. 
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UPPCL’s books. Due to this reduction in loans outstanding, the interest cost of UPPCL for 
FY2017 came down to ₹20.3 billion in FY2017, from ₹63 billion in FY2016. However, with 
continued losses in subsequent years, that were financed by fresh borrowings, interest cost 
has again increased to ₹46.2 billion in FY2019. 
  
16. Net loss. The net loss from operations, which was ₹78 billion in FY2015, reduced to 
₹63 billion in FY2019, due to a combination of factors including improved operational 
performance (i.e. tariff increases, reduction in distribution losses) and reduction in interest 
costs due to take over of a major portion of loans by Government of Uttar Pradesh. 
  
17. Equity and liabilities. UPPCL group’s net equity, which was (-)₹268.7 billion (equity 
capital of ₹397.5 billion net of accumulated losses of (-)₹666.2 billion) in FY2015 has become 
positive since FY2017 due to substantial increase in equity capital. In FY2019, with equity 
capital at ₹911.9 billion and accumulated losses of (-)₹755.5 billion, net equity has increased 
to  ₹156.4 billion. The increase in equity capital of ₹514 billion helped in UPPCL showing a 
positive net equity. Long term borrowings of UPPCL group, which was ₹515 billion in FY2015, 
reduced to ₹195 billion in FY2016 due to the UDAY program but increased again to ₹581.1 
billion in FY2019 due to fresh borrowings. 
  
18. Assets. Net fixed assets increased from ₹201 billion in FY2015 to ₹488 billion in 
FY2019 as a result of implementation of capital expenditure programs. 
 
19. Receivables. One of the areas of concern for UPPCL is the persistent increase in 
trade receivables, which has increased from ₹253 billion (302 days of billed revenue) in 
FY2015 to ₹682 billion (498 days of billed revenue) in FY2019. This is primarily due to low 
collection efficiency and the absence of a proper provisioning policy for bad and doubtful 
debts.  
   
20. Ratio analysis. The distribution business is allowed a normative debt to equity ratio 
of 70:30 (or 2.33) in the tariff regulations. UPPCL’s debt to equity ratio was negative in FY2015 
and FY2016 but improved in later years with incremental equity injections. However, due to 
excess borrowings to fund the losses and capital expenditure, the ratio remains high at 4.1:1 
in FY2019. The current ratio is positive, remaining above 1 during the past financial years 
except in FY2016. Despite the positive current ratio, UPPCL has accumulated arrears of 498 
days of accounts payable as of 31 March 2019, as it has been unable to generate adequate 
cash from trade receivables that should usually convert to cash within 1 year. Trade 
receivables amount to 498 days of revenue as of 31 March 2019, belying the expectation that 
current assets must convert to cash within one year. Some of the trade receivables are unlikely 
to be recovered. If a proper provisioning policy is adopted based on age analysis of 
receivables, the impairment to the current assets can be correctly reflected in the books, and 
current ratio would decline significantly. While UPPCL has not reported an operating profit 
during the past few years, the operating loss has reduced from ₹21 billion in FY2015 to ₹13 
billion in FY2019 [(-)5% of Revenues to (-)1% of Revenues] due to improved operational 
performance. 
 
21. Summary of historical financial performance.  
 

a. Continued losses. While UPPCL has improved its operating performance over 
the last few years and reduced its losses, it still reported a net loss of ₹63 billion in 
FY2019 as against ₹78 billion loss in FY2015. This was due to (i) higher distribution 
losses than that assumed by the UPERC in setting aggregate revenue requirement 
and tariffs, (ii) disallowance of certain operation & maintenance expenditure, and 
(iii) disallowance of interest expenditure on borrowings by UPPCL to finance the 
cash deficit, as it is not an eligible expense for ARR computation. 
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b. Continued increase in outstanding receivables. One of the key issues affecting 
the performance of the UPPCL group is the continued increase in outstanding trade 
receivables amounting to ₹682 billion as of 31 March 2019 mainly due to poor 
collection efficiency. Over the last 3 years, trade receivables increased to 498 days 
of billed revenue in FY2019 from 302 days in FY2015. The collection efficiency, 
which was 74% in FY2016, reduced to 73% in FY2017 before increasing again to 
77% in FY2018 and FY2019. While the changes in collection efficiency does not 
affect the revenue and the profitability of UPPCL, the cumulative impact of such 
poor collection of billed revenue is the continued increase in outstanding trade 
receivables, increase in working capital borrowing and the resultant increase in 
interest paid which is not an allowable expense for ARR computation. The increase 
is receivables is compounded by a lack of a proper provisioning policy for bad debts 
(elaborated in a subsequent section). A high-level analysis of the accounts 
receivable as of 31 March 2019 indicates 78% of the account receivable is due 
from 3 principal consumer categories–government agencies, rural and urban 
residential consumers. Government agencies (departments of Government of 
Uttar Pradesh, state-owned tube well and lift irrigation, streetlights, and state water 
work) account for 39%, rural domestic consumers for 24% and urban domestic 
consumers for 15%.  
 

c. Absence of a policy for provisioning for bad debts. Despite repeated strictures 
passed by the UPERC over the past few years about the failure of the UPPCL 
group to implement a bad debt provisioning mechanism, UPPCL has neglected 
this issue. This has resulted in a substantial amount of old dues being carried 
forward in the books of UPPCL, which if recognized as unrecoverable, would need 
to be written off. This would affect the financials of UPPCL further and result in 
further reduction in effective equity capital. UPPCL has approached Asian 
Development Bank (ADB) for a technical assistance (TA) grant, to finance 
appointment of a consultant to study the issue of outstanding receivables, 
collection mechanism of UPPCL, etc. and recommend action areas for (i) improve 
collection, (ii) improved monitoring of collection and the outstanding receivables 
and (iii) a provisioning policy and write off policy for receivables.  

 
d. Qualified statutory audit reports. The Statutory auditors of the company have 

issued qualified audit opinions persistently. A detailed analysis of these 
observations has been conducted as part of the financial management assessment 
(FMA) and a comprehensive financial management action plan (FMAP) has been 
agreed with UPPCL and is proposed to be implemented through an ADB TA.  

 
22. UPPCL’s initiatives to improve financial position. UPPCL, in conjunction with 
Government of India and Government of Uttar Pradesh, has taken several measures to 
improve its operations and financial position. A synopsis of the various initiatives is given 
below: 
 

a. Operational efficiency improvements. With the support of the Government of 
India, Government of Uttar Pradesh and UPPCL are implementing a number of 
capital expenditure schemes to achieve this objective and have succeeded in 
reducing distribution losses gradually over the last few years. As shown in Table 3 
hereinabove, UPPCL has been continuously reducing its distribution losses over 
the years. UPPCL’s reduced distribution losses (from 23% to 18% during the period 
FY2016 to FY2019) and tariff increases contributed to the better operating 
performance.  

 
b. Improved collection efficiency. UPPCL has also been able to improve its 

collection efficiency over the past few years. While the collection efficiency has 
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improved from 74% in FY2016 to 77% in FY2019 (Table 4 herein above), it 
indicates that 23% of billed revenue is not being collected. This issue is 
compounded by the absence of a rational provisioning policy for recognition of bad 
debts, resulting in a huge buildup of receivables, most of which may not be 
collectible.  
 

c. UDAY Program. The Government of India, in 2015, launched the Ujwal DISCOM 
Assurance Yojana (UDAY) Program in order to engineer a financial turnaround of 
the DISCOMs as also improve their operational performance. Under this program, 
the respective state governments were required to take over 75% of the debt 
outstanding in the books of the DISCOMs (in their respective State) as of 30 
September 2015. The balance 25% would remain in the DISCOMs’ books either 
as a state government backed bond or would be repriced by Banks/FIs at interest 
rate not more than bank base rate plus 0.1%.  

 
d. Further to the MOU signed by Government of Uttar Pradesh and UPPCL with 

Government of India on 30 January 2016, GOUP agreed to take over 75% of the 
outstanding debt of UPPCL as of 30 September 2015 and transfer the same 
progressively to UPPCL as grant/equity/interest free loan over the next two years. 
As per this agreement, ₹391 billion (75% of the outstanding loan) was taken over 
by Government of Uttar Pradesh and re-transferred back to UPPCL (and its 
DISCOMs) in the form of a combination of equity (₹97 billion), grant (₹196 billion) 
and interest free loans (₹98 billion). This exercise was completed by 31 March 
2017. Further to the implementation of this UDAY program, the financial position 
of UPPCL improved in FY2016 and FY2017 but has since deteriorated due to 
UPPCL’s inability to achieve the operational parameters set by UPERC (and 
UDAY) and consequent excess expenditure over that allowed by UPERC. A 
detailed note on the UDAY program and UPPCL’s performance in this regard is 
enclosed as Appendix A.  
 

e. Collection efficiency improvement. With a view to improve its collection 
efficiency, which was only about 77% in FY2019 and reduce its burgeoning 
overdue receivables (498 days receivables as of 31 March 2019), UPPCL has 
recently commenced implementation of a number of initiatives to improve 
collections.  

 
i. Collection of receivables from other government departments. UPPCL 

has started receiving payments from government departments after it 
initiated discussions with Government of Uttar Pradesh for collection of 
dues (39% of total receivables) from the government departments.  UPPCL 
expects to see a significant reduction in overdue receivables from 
government departments going forward.  

 
ii. Collection of receivables from non-government consumers. UPPCL’s 

initiatives are focused towards helping consumers in rural and remote 
areas who may find it difficult to make payment due to non- availability of 
UPPCL and DISCOMs offices in their vicinity by identifying several different 
collection agencies. The scheme proposes to provide incentives to these 
agencies to improve collection by them. These initiatives are at various 
stages of implementation and hence their impact need to be evaluated in 
the near future. A synopsis of these is given below. 
 

iii. Common service centers (CSC). CSCs have been established in the rural 
areas of various states by Government of India under its digital India 
scheme for provision of various e-Services to the citizens. In UP, about 
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8000 CSCs have been set up till now. UPPCL has tied up with these CSCs 
to facilitate payment of electricity bills by rural consumers. 
 

iv. e-Suvidha centers. Government of Uttar Pradesh has set a number of e-
Suvidha centers as single window centers in various parts of the State to 
facilitate government services. These centers are also being used by 
UPPCL to facilitate payment of electricity bills. 
 

v. Ration public distribution scheme (PDS) shops. UPPCL has tied up with 
ration shops in the State for collection of electricity bills. As ration shops 
have been set up in various parts of the State (both rural and urban) for 
distribution of various products under the PDS scheme, it is believed that 
enabling these shops to collect electricity bills would help in improving 
collection. 
 

vi. Primary Agricultural Cooperative Society (PACS). PACS is a grass root 
cooperative credit institution engaged at the village level in facilitating 
agricultural product distribution. UPPCL is tying up with the 9000 PACS in 
Uttar Pradesh to facilitate collection of electricity bills.  
 

vii. Women self-help groups (WSHG). UPPCL is also tying up with various 
WSHGs in Uttar Pradesh to collect the electricity bills from consumers. 
 

viii. UPPCL also recently announced an instalment payment scheme for old 
outstanding bills for all consumers.  

 
23. Other initiatives to improve operational efficiency under UDAY program: As 
indicated earlier, in addition to low collection efficiency, the DISCOMs also suffer from higher 
distribution losses than permitted by UPERC for the purpose of computing Aggregate 
Revenue Requirement  and higher power purchase cost due to inefficiencies and issues with 
coal linkages to power plants. While issues affecting power, purchase had been addressed to 
achieve a reduction power purchase cost, several other initiatives have been taken to reduce 
the distribution losses. These include: 

(i) Conversion of low voltage network to Aerial Bundle conductors to prevent illegal 
tapping and reduce technical losses 

(ii) Segregation of 11 kV feeders supplying rural residential consumers and agriculture 
consumers and curtailing supply to agriculture consumers to 10 hours per day to 
reduce the overuse of electricity by unmetered agriculture consumers. 

(iii) Conversion unmetered rural residential consumers to metered consumers to 
discourage of overuse of electricity 

(iv) Installation of smart meters in urban areas. 
(v) Energy audit of 11 kV Feeders and consumer tagging to feeders to identify pockets 

of high losses. 
 

24. The financial projections prepared, while based on the past track record of the 
DISCOMs, also considers the operational improvements which are expected in future. 
 
D. Financial projections 

 
25. This section sets out the financial projections for UPPCL group for the period FY2020 
to FY2029. The detailed methodology and assumptions are elaborated below: 
 
26. Aggregate revenue requirement (ARR). The ARR forms the basis for the estimation 
of financial projections. After the finalization of the ARR, the financial projections for UPPCL 
group are prepared based on its current financial position and the projected operational 
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performance. The revenue projections have been made considering the DISCOM  wise ARR 
computed on the basis of currently applicable UPERC  Distribution Tariff Regulations, 2014 
(for FY2020) and UPERC Multi Year Tariff Distribution & Transmission Regulations, 2019 (for 
FY2021 to FY2029). Following components have been included for computation of ARR: 

a. Power purchase cost 
b. Inter-state and Intra state transmission charges 
c. Operation & Maintenance charges 
d. Interest on borrowings 
e. Bad debts and provisions 
f. Depreciation and Amortization 
g. Return on Equity 

 
27. As indicated above, for FY2020, the projections calculating the ARR are based on the 
order passed by UPERC on 3 September 2019. The interest on loans, depreciation and return 
on equity have been computed on the value of regulatory capital balances approved by the 
commission in aforementioned order. Thereafter from FY2021, the ARR projections have 
been made considering the capital expenditure being currently envisaged and the consequent 
addition in loan and equity required. The return on equity for FY2020 is 16% pa and for FY2021 
to FY2029 is 15% pa as per the revised regulations. The ARR for the FY2021 to FY2029 has 
been worked out based on the following detailed assumptions: 

 
28. Projected energy sales . The energy sales have been projected taking into account 
several government initiatives and policies. These include the following: 

 

• SAUBHAGYA scheme. UPPCL has achieved its target to provide electricity 
connections to all households, thereby providing new connections to 8 million 
households under the SAUBHAGYA scheme of the Government of India by 31 
March 2019. The consumers added into the billing network of the DISCOMs are 
mostly rural domestic and urban below poverty line (BPL) consumers, which have 
a highly subsidized tariff. Accordingly, the consumption of such consumers has 
been added to rural domestic metered and urban BPL consumers which is 
expected to enhance the energy sold under the metered category. It has been 
assumed that the incremental energy sold to rural domestic metered category will 
stabilize at 3% per annum from FY2024 after a period of higher growth from 
FY2021 to FY2023 . Bulk of  consumers connected under  SAUBHAGYA scheme 
is assumed to be charged at ₹3.30 per unit (the tariff applicable to consumers 
consuming less than 100 kWh per month)  as against the average cost of supply 
of ₹7 per unit, resulting in substantial cost under recovery. This subsidy burden is 
expected to be bridged by increased revenue grant by Government of Uttar 
Pradesh to UPPCL in the future years. Assuming a monthly electricity consumption 
of 80 kWh per consumer, the annual increase in subsidy burden due to 
SAUBHAGYA scheme is in the range of ₹30 billion per annum.   

 

• Meterization of unmetered consumers. As mentioned earlier, the overall energy 
procured in FY2019 has shown a dip as compared to the energy procured at 
generation bus bar in FY2018. While reduction in losses is partly responsible for 
the decrease in requirement, it has also to do with the reduced consumption by 
consumers whose supply is now metered. However, this decrease in consumption 
is a temporary phenomenon and going forward, with the increased penetration of 
electricity and increasing population size, the demand is likely to resume the 
historical growth rate. Based on the several initiatives currently in place, it is 
expected that the remaining 5 million unmetered residential consumers (as at end 
of FY2019) in rural areas will be completely metered by the end of the end of 
FY2023. While the unmetered rural domestic and rural commercial consumers are 
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expected to be fully metered by FY2020, the meterization of unmetered private 
tube well (PTW) consumers is expected to be completed only by FY2023. The 
meterization of unmetered consumers has also resulted in reduction in Distribution 
losses. UPPCL has also entered into a contract with Energy Efficiency Service 
Limited (EESL) to install 4.0 million smart meters in urban areas and as of February 
28, 2020, approximately 1.0 million smart meters have been installed. All recently 
electrified 8.0 million residential consumers under SAUBHAGYA have been 
provided metered connections.  
 

• Power for all (24 X 7 hours). Presently, electricity is supplied for 18 hours to rural 
areas and going forward, UPPCL is gearing up to increase the supply hours to 22 
hours. As per the present estimates, it is expected that the supply of power in rural 
areas will be increased to 22 hours by FY2023. With increased supply hours the 
consumption by rural domestic consumers will increase by 12% in FY2023. 

 

29. Energy purchase requirement The energy purchase requirement is projected by 
grossing up the energy sales by adjusting for  distribution losses, intra-state and inter-state 
transmission losses While the inter-state and intra-state transmission losses as a percentage 
of energy sales  are expected to remain constant during the forecast period, the distribution 
losses are expected to decrease due to several initiatives such as (i) meterization of residential 
consumers; (ii) separation of 11 kV feeders supplying agriculture and residential consumers; 
and (iii) Installation of aerial bundled conductors, and (iv) rehabilitation of distribution network.  
 

30. Transmission and distribution (T&D) loss. UPERC has adopted the T&D loss 
projections provided in the UDAY agreement from the FY2018 (previously it had adopted norms 
based on its own assessment) for computing the energy purchase requirement.  Since FY2018, 
the ARR has been computed by applying the T&D loss levels based on the UDAY agreement to 
compute the energy purchase requirement at the DISCOMs periphery. The actual distribution loss 
levels encountered by UPPCL are expected to remain higher than the loss levels committed in 
the UDAY program until FY2025 and from FY2026 the loss levels would be lower than the UDAY 
commitment. Consequently, while ARR for the period up to FY2025 is based on loss levels 
committed in the UDAY program, from FY2026 to FY2029, ARR is based on the projected 
achievement by UPPCL. (Table 6). To this extent, the actual energy purchased by the DISCOMs 
would be higher than that allowed in the ARR until FY2025. Subsequently, the actual energy 
purchased would be equal to that in the ARR.  
 
Table 6: Distribution Loss assumptions for ARR and for Financial projections 

Particulars  Distribution Losses as per ARR 
Actual/Projected Distribution 

Losses 

FY2016 (A) 22.7% 21.7% 

FY2017 (A) 21.7% 21.6% 

FY2018 (A) 19.1% 21.3% 

FY2019 (A) 15.9% 18.2% 

FY2020 (P) 12.0% 17.2% 

FY2021 (P) 12.0% 15.8% 

FY2022 (P) 12.0% 14.6% 

FY2023 (P) 12.0% 13.4% 

FY2024 (P) 12.0% 12.8% 

FY2025 (P) 12.0% 12.2% 

FY2026 (P) 11.6% 11.6% 

FY2027 (P) 11.0% 11.0% 

FY2028 (P) 10.4% 10.4% 

FY2029 (P) 9.9% 9.9% 

‘A’= Actual; ‘P’= Projection 
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31. Power purchase cost and inter-state transmission charges. The provisional bulk 
supply tariff of UPPCL (fixed by UPERC for FY2020) is ₹4.79/kWh at the DISCOM periphery, 
based on cost of procurement of power by UPPCL from different power producers and inter-
state transmission charges. For the purpose of calculating the future power purchase cost, an 
annual escalation factor of 4% till FY2023, 3% for FY2024 & FY2025 and 2% for FY2026 to 
FY2029 has been considered. However, the power purchase cost is a pass-through item to 
the extent of allowed energy purchase requirement in computing aggregate revenue 
requirement (ARR) and tariffs.  Any variations in the power purchase cost will not impact the 
profitability of UPPCL if the allowed and actual distribution losses remain the same.  
  
32. Intra state transmission charges. The energy received by UPPCL at the Uttar 
Pradesh (UP) State periphery is then supplied at the DISCOMs periphery through the intra-
state transmission network. Uttar Pradesh Power Transmission Company Limited (UPPTCL) 
is responsible for creation and maintenance of intra-state transmission network in the state of 
UP. The intra-state transmission charges for FY2020 has been fixed at ₹0.18/kWh by the 
UPERC. Further, owing to planned capital expenditure during FY2020 to FY2029 for 
strengthening the intra-transmission network and increase in O&M expense an escalation 
factor of 3.5% has been considered on intra-state transmission charges for projection period 
FY2021 to FY2029.  
 

33. Capital expenditure planned till FY 2029. The UP DISCOMs are presently receiving 
funds for capital expenditure under the Integrated Power Development Scheme (IPDS) for 
strengthening of sub-transmission and distribution networks in urban areas, including metering 
of distribution transformer/feeders/consumers, IT enablement of distribution sector. Deen 
Dayal Upadhyaya Gram Jyoti Yojana (DDUGJY) scheme is financing the strengthening of 
distribution network in rural areas including part of the feeder separation program. The 
SAUBHAGYA consisted of providing last mile connectivity for household electrification and 
strengthening of medium voltage network the extent required for meeting the additional 
demand and not covered un DDUGJY. The Government of India is providing 60% of the capital 
expenditure under IPDS, DDUGJY and SAUBHAGYA as a grant and 30% as a loan while 
UPPCL is expected to contribute 10% from its internal resources or using equity injections 
from Government of Uttar Pradesh. 
 
34. The proposed ADB loan will also complement the investments undertaken with 
DDUGJY in rehabilitating the rural distribution network. The interest cost of all loan component 
of IPDS, DDUGJY, SAUBHAGYA and proposed ADB Loan is an eligible expense in 
computing ARR. As per details shared by UPPCL, the overall capital expenditure planned 
during FY2020 to FY2029 is ₹1,000 billion, which is expected to be financed through a 
combination of capital grants (₹82 billion), share capital from Government of Uttar Pradesh 
(₹197 billion), internal surplus of UPPCL (₹72 billion (further to additional contribution of 
Government of Uttar Pradesh) and debt (₹649 billion). The detailed capex program as also 
the source of funding for the period from FY2015 to FY2029 is provided in Appendix B.  
 

35. Operations and maintenance costs. In FY2019, the overall provisional O&M 
expenses for UPPCL (including DISCOMs) is ₹56 billion. Historically, the operation and 
maintenance (O&M) expenses have been increasing at a compound annual growth rate 
(CAGR) of 6.76%. However, considering the recent Central Electricity Regulatory Commission 
(CERC) tariff regulations for the period FY2019 to FY2024, wherein escalation for O&M 
expenses has been capped at 4% on the basis of growth in wholesale price index (WPI) and 
consumer price index (CPI), the current projections for O&M expenses has been pegged at 
4%. For the purpose of financial projections, the audited expenditure has been taken as the 
basis for projections.  
 
36. Interest expenses. The total outstanding loans in the books of UP DISCOMs, as on 
31 March, 2019 have reached to ₹561 billion, out of which ₹78 billion is towards various on-
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going capex schemes, ₹304 billion is towards the DISCOM bonds issued under the UDAY 
MOU with Government of Uttar Pradesh guarantee and balance ₹179 billion are the 
outstanding working capital loans. For FY2019, interest expense on account of loans was ₹46 
billion. However, for the purpose of ARR, UPERC considers only loans linked to capital 
expenditure and working capital loans as per norms for calculation of interest. 
 
37. Return on equity and depreciation. UPERC, in its calculation of ARR for FY2020, 
has taken UPPCL’s equity capital as ₹120 billion and has approved a return on equity of 16%. 
This equity capital, along with any additions for implementing capital expenditure (CAPEX) 
programs has been considered for calculation of return on equity for future years too. Return 
on equity for the period from FY2021 has been calculated at 15% pa as per the revised 
regulations. Depreciation has also been calculated for ARR based on gross fixed assets (GFA) 
approved by the Commission for FY2020. 
 
38. Trade receivables. As discussed earlier, one of the key issues in UPPCL’s financial 
performance is the burgeoning receivables, which has now reached 498 days of billable 
revenue. UPPCL has introduced a number of initiatives to improve the collection efficiency. 
For the purpose of financial projections, it is assumed that the collection efficiency of same 
year billing would improve to 95% by FY2026 and even a proportion of trade receivables 
outstanding at the end of the previous year would be collected in any given year.  As per the 
Tariff policy, bad debts write off is only allowed up to a maximum of 2% of revenue. Given that 
the accumulated receivables are at a very high level, there is an urgent need to recognize that 
at least a proportion of the old receivables would not be collected. Even with the intensive 
efforts of UPPCL to collect old receivables through various means, it is expected that not more 
than 60% of old receivables (₹682 billion) as of 31 March 2019 would be collected and 
therefore UPPCL needs to make a provision for the balance trade receivables. Consequently, 
for the purpose of financial projections, it is assumed that UPPCL would provide for bad and 
doubtful debts amounting to 40% of trade receivables outstanding as of 31 March 2019 (₹273 
billion) over a period of 8 years from FY2022. Considering that the probability of collection 
from different category of consumers is not the same, category wise assumptions have been 
made for provisioning for bad debts. A detailed listing of category wise provisioning is provided 
in Table 7. This provision for bad and doubtful debt write off would however not be allowed by 
the commission as an eligible expense (for ARR) as bad debts provision up to only 2% of 
revenue can be allowed for the purpose of calculation of ARR. As a result, the recognition of 
unrealizable bad debts would have an impact on the profitability of UPPCL.   
 

Table 7: Loss Provisioning for Different Category of Consumers 

    
  

Rs billion

Category of consumers

 % of O/S 

receivables to be 

written off 

FY 2022 to FY2029 

(each year)

 Total receivables to 

be written off 

Rural Domestic (Un-Metered) 100% 12.5% 86.4                             

Rural Domestic (Metered) 85% 10.6% 59.8                             

Urban Domestic (Metered) 85% 10.6% 78.7                             

BPL Consumers 100% 12.5% 4.0                               

Rural Commercial (Un-Metered) 75% 9.4% 0.4                               

Rural Commercial (Metered) 70% 8.8% 8.5                               

Urban Commercial (Metered) 50% 6.3% 9.0                               

Rural PTW Consumers (Un-Metered) 100% 12.5% 25.5                             

Rural PTW Consumers (Metered) 80% 10.0% 0.4                               

Total 272.7                          
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39. Subsidies and equity contribution. While rural domestic and agriculture consumers 
constitute around 35% of the total consumption, the tariff approved by State Regulatory 
Commission for rural domestic and rural agricultural consumers is highly subsidized. As per 
current tariff Structure, the cost coverage for rural domestic consumers’ tariff is only 55% of 
the cost of service (COS) and for rural agriculture consumers, the cost coverage is as low as 
20%. Government of Uttar Pradesh has been providing the 100% of the subsidy amount as 
mandated by the UPERC in its business plan approvals. Government of Uttar Pradesh has 
also been providing various other funding support to UPPCL as mandated by the UPERC in 
its true up orders, UDAY agreement, etc. (Appendix C). Consequently, it is expected that going 
forward, the Government of Uttar Pradesh would continue to provide the full support as 
required.  
 
40. Government of Uttar Pradesh is expected to contribute the same proportion of revenue 
subsidy for the period FY2021 to FY2025, as it has contributed during the past few years 
(average of 14% of billed revenue during the years FY2017 to FY2019). UPPCL is not 
expected to need any revenue subsidy from FY2026 due to improvement in operating and 
collection efficiency parameters. The total revenue subsidy which Government of Uttar 
Pradesh is expected to contribute during FY2021 to FY2025 is ₹541 billion. The details of 
Government of Uttar Pradesh contributions of subsidy and equity, both for the past years as 
also the projected requirement  is enclosed as Appendix C.  

 
41. Average Cost of Supply (ACS), Average Billing Rate (ABR) and revenue gap. The 
ACS-ABR Gap is a critical parameter for analyzing the earning/losses to a distribution utility 
on sale of each unit of energy. ACS comprises of power purchase cost, transmission charges, 
operations and maintenance expenses, depreciation, interest on working capital and long-
term loans. ABR is the revenue realized from tariff during the 12-month period. The negative 
gap between the two signifies the loss to the utility on sale of each unit of energy to the 
consumers, which would need to be bridged either through government subsidy or creation of 
regulatory asset or efficiency improvement by the DISCOM. The ACS – ABR gap, which was 
₹2.05/kWh in FY2016, has increased to ₹2.18/kWh in FY2019. This gap is bridged by subsidy 
from the Government of Uttar Pradesh. 
 

42. Average realizable revenue (ARR). The average realizable revenue (including 
subsidy from the GOUP but excluding compensation for operating loss under UDAY) 
increased from ₹6.85/kWh in FY2016 to ₹7.13 in FY2019, whereas ACS increased from 
₹7.28/kWh to ₹7,86/kWh during the same period, resulting in a ACS – ARR gap of ₹0.74/kWh 
in FY2019 compared to of ₹0.43/kWh FY in 2016. However, as the collection efficiency for 
FY2019 has only been 77%, the actual revenue realized was only ₹5.83/kWh in FY2019, 
resulting in an ACS – Average Realized Revenue gap of ₹2.03/kWh in FY2019. 

 
43.  In order to achieve financial viability, DISCOMs gradually have to reduce this gap 
between the ACS and average revenue realized per unit of sales. With several revenue 
collection enhancement measures in place, it is projected that Uttar Pradesh DISCOMs will 
be able to increase their collection efficiency to 95% by FY2029. Apart from revenue collection, 
Uttar Pradesh DISCOMS also receive tariff subsidy from Government of Uttar Pradesh as 
determined by the UPERC. For FY2019, total revenue subsidy realized amounted to ₹101 
billion. As indicated earlier, Government of Uttar Pradesh is expected to contribute the same 
proportion of revenue subsidy for the period FY2021 to FY2025, as it has contributed during 
the past few years (average of 14% of billed revenue during the years FY2017 to FY2019). 
UPPCL is not expected to need any revenue subsidy from FY2026 due to improvement in 
operating and collection efficiency parameters. The total revenue subsidy which Government 
of Uttar Pradesh is expected to contribute during FY2021 to FY2025 is ₹541 billion. 
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44. Uncovered gap. Until FY2019, the State Regulatory Commission had left the gap 
between ARR and UP DISCOMs’ total income (revenue billed plus Government of Uttar 
Pradesh revenue subsidy) to be recovered (i) either through creation of regulated assets or 
(ii) efficiency improvement. However, for the FY2020, when the Commission revised its tariff 
for FY2020 (in September 2019), the Commission revised the tariff such that the entire ARR 
will be recovered through tariff revenue and Government of Uttar Pradesh subsidy, with the 
revenue gap eliminated. Hence, even for the financial projections, no uncovered gap has been 
assumed.  

 
45. A summary of UPPCL’s history of ARR, revenue gap, ACS, ABR and average revenue 
realized is given in Table 8 below: 
 

Table 8: Summary of UPPCL’s Operational Performance/Projection 

 
 
46. Summary. Despite the fact that Uttar Pradesh DISCOMs are lagging behind the UDAY 
targets, the DISCOMs are progressing on the right track of bringing improvement in the 
technical, operational and commercial performance parameters. The vastly scattered 
agricultural consumers make the distribution sector in Uttar Pradesh vulnerable to thefts, 
billing and collection losses. Several recent initiatives introduced include 100% metering of all 
consumers other than agriculture (PTW) consumers, ABC cabling and feeder separation (both 
of these also partly financed under the proposed ADB project), underground cables, 
improvements in billing and collection efficiencies, distribution network rehabilitation, etc. The 
ARR-ACS gap is likely to converge by 2026 .  
 
47.   UPPCL and the DISCOMs are also improving the internal operations through 
implementation of company-wide enterprise resource planning (ERP) package which will help 
in gauging the commercial and financial parameters of distribution business on a periodic 
basis duly taking into account the real time position of all initiatives. This will also aid the 
initiatives for theft prevention including pinpointing of cases of theft, better enforcement and 
revenue realization.  

2016 2017 2018 2019 2020 2021 2023 2025 2027 2029

Particulars Provisional

Tariff Revenue billed (Rupees billion) (A) 360          405            445                    500                     585              638             813             994               1,278           1,475          

Operational loss compensation under 

UDAY (Rupees billion) (B) -            -             3                          5                           22                 22                -               -                -                 -                

Subsidy received and other income 

(Rupees billion) (C ) 112          82               87                       127                     100              204             157             133               27                   29                 

Total Revenue (including subsidy received) 

(Rupees billion) (D = A + B + C) 472          487            534                    632                     706              863             969             1,126          1,304           1,503          

Total cost (Rupees billion) (E ) 501          519            585                    693                     732              799             983             1,135          1,294           1,479          

Total electricity sales (GWh) (F) 68886 78285 88138 88,095             94518 103426 118763 134143.9 151572.4 171326.9

Average Billing Rate (ABR) (Rupees per 

kWh) (G = A/F) 5.23        5.17         5.04                  5.68                  6.19            6.17           6.84           7.41            8.43             8.61            

Average Realisable Revenue on energy sold 

basis (excluding loss compensation 

received under UDAY) (ARR) (Rupees per 

kWh) (H = (D-B)/F) 6.85         6.22          6.03                   7.13                   7.24             8.14            8.16            8.40             8.61              8.78             

Average Realised Revenue on energy sold 

basis (excluding loss compensation 

received under UDAY) (ARR) (Rupees per 

kWh) (( J = ((A * O) + C)/F) 5.50         4.83          4.89                   5.83                   5.89             6.94            7.32            7.80             8.18              8.34             

Average Cost of Supply (ACS) (Rupees per 

kWh) (K = E/F) 7.28         6.63          6.64                   7.86                   7.74             7.73            8.27            8.46             8.53              8.63             

Gap (based on ACS - ABR)(Rupees per kWh) 

(L = K - G) 2.05         1.45          1.59                   2.18                   1.56             1.56            1.43            1.05             0.11              0.02             

 GAP (based on Average Realisable Revenue 

excluding UDAY Loss compensation (ACS - 

ARR) (on Tariff revenue realisable basis) 

(Rupees per kWh) (M = H - K) 0.43         0.41          0.61                   0.74                   0.50             -0.41          0.11            0.06             -0.07             -0.14           

 GAP (based on Average Realised Revenue 

excluding UDAY Loss compensation (ACS - 

ARR) (on Tariff revenue realised basis) 

(Rupees per kWh) ( N = K - J) 1.78         1.80          1.75                   2.03                   1.85             0.79            0.95            0.66             0.35              0.29             

Collection efficiency (%) (O) 74% 73% 77% 77% 78% 81% 88% 92% 95% 95%

Analyasis of Cost and Tariff

Actual Projection
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48. Summary of financial projections. UPPCL’s financial projections indicate that it will 
report its first profit only in FY2027 after considering the provisioning of the uncollectible 
accumulated receivables as mentioned above. With adequate annual revenue subsidies from 
Government of Uttar Pradesh at comparable level to actual revenue subsidies provided from 
FY20157 to FY2019 period, UPPCL’s debt to equity ratio starts reducing from FY2021 
onwards. The trade receivables also reduces substantially from 498 days billed revenue in 
FY2019 to 87 days billed revenue in FY2029, due improved collection efficiency of billed 
revenue in same year (from 77% in FY2019 to 95% in FY2026 and later), creating an 
additional provision for 40% of trade receivables outstanding as of 31 March 2019 over a 8 
year period from FY2022 and collection of the balance 60% of the outstanding trade 
receivables. The summary of the projected financial statements for the period from FY2020 to 
FY2029 is enclosed as Appendix D. 

 
49. However, for the years FY2021 to FY2023, the debt service coverage ratio (DSCR) 
remains substantially less than 1 indicating UPPCL’s potential inability to meet its debt service 
commitments from operating cash flows. Consequently, during the period FY2021 to FY2023, 
Government of Uttar Pradesh may be required to provide revenue support of about ₹185 billion 
to enable UPPCL achieve a DSCR of at least 1. 

 
50. Way forward. A review of the financial projections for UPPCL indicate that due to 
expected improvement in operational parameters and improved collection efficiency, UPPCL 
would report improved financial performance in future. On the other hand, non-achievement 
of such improvement in operations efficiencies and continuation of poor collection efficiency 
would lead to worsening of the financials of UPPCL. To ensure achievement of operational 
and commercial targets, it is proposed to stipulate appropriate assurances from UPPCL in this 
regard. The following assurances are proposed: 

 
a. UPPCL to file multi-year tariff petitions and true-up petitions every year following 

the UPERC regulations. 
b. Government of Uttar Pradesh to continue allocation of adequate subsidy in its 

budget on an ongoing basis until UPPCL is able achieve profits. 
c. UPPCL and DISCOMs to gradually reduce the receivable balances. Following key 

actions were agreed in this regard: 
 

i. Reconciliations of receivable balances between accounting records and 
billing systems will be performed and supported through balance 
confirmations, where applicable 

ii. Improve collection efficiency from 77% in FY2019 to 95% in FY2026 and 
later 

iii. Collect a percentage (5% in FY2021 going up to 15% in FY2023 and later) 
of old receivables 

iv. Ageing analysis of receivable balances will be carried out 
v. A detailed provisioning and write off policy to be developed and 

implemented 
vi. UPPCL would collect the 50% of outstanding (as of 31 March 2020) from 

government agencies before 31 March 2021 and the balance by 31 March 
2022 

vii. Detailed action plan in this regard has been incorporated in the FMAP 
 

d. UPPCL will maintain a corporate debt to equity ratio (based on annual consolidated 
financial statements of UPPCL) of not more than 4:1 for the financial year ending 
31 March 2021 and not more than 3:1 thereafter.  



17 

e. Government of Uttar Pradesh would ensure, through cash support in any form 
(including revenue subsidies, etc.), that UPPCL achieves a DSCR of at least 1 for 
the financial years ending 31 March 2021 to 31 March 2025 and at least 1.1 for the 
financial year ending 31 March 2026, and for each succeeding financial year 
thereafter. 

f. UPPCL and each DISCOM  will implement the FMAP, as set forth in the FAM, in 
accordance with the required actions and associated timelines as described 
therein. 

g. Except as ADB may otherwise agree, UPPCL and each DISCOM will ensure that, 
for each financial year during implementation of the project, equity injections from 
Government of Uttar Pradesh and internal cash generation contribute at least 30% 
of all capital expenditures incurred, or expected to be incurred, by UPPCL and such 
DISCOM  for such financial year. 
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Appendix A 
 

UTTAR PRADESH POWER CORPORATION LIMITED  
UJWAL DISCOM ASSURANCE YOJANA (UDAY) SCHEME 

 
1. Government of India framed the Ujwal DISCOM Assurance Yojana (UDAY) scheme in 

2015 for the operational and financial turnaround of the state-owned Power Distribution 
Companies (DISCOMs). 
 

2. This scheme in being implemented in the State of Uttar Pradesh through a tripartite 
memorandum of understanding signed on 30 January 2016 between the Government 
of India, the Government of Uttar Pradesh and Uttar Pradesh Power Corporation 
Limited (UPPCL) (acting on behalf of all 5 DISCOMs in the State. 

 
3. Each of the parties (Government of India, Government of Uttar Pradesh and UPPCL 

(and the DISCOMs) have committed to a number of actions in order to improve the 
operational and financial efficiency of the UP DISCOMs. 

 
4. The key areas of the agreement include:  

 
a. ATC losses in Uttar Pradesh to be reduced to 14.86% by FY2019-20. 
 
b. Government of Uttar Pradesh to take over 75% debt of the DISCOMs as of 30 

September 2015 latest by FY2017 and transfer the same to the DISCOMs as a 
combination of grant, equity and loan.  

 
c. Government of Uttar Pradesh to take over future losses of DISCOMs and shall 

fund the losses as follows: 

Year 16-17 17-18 18-19 19-20 20-21 

% of 
previous 
year’s loss 
taken over by 
GOUP 

0% of 
the loss 
of 15-
16 

5% of the 
loss of 
16-17 

10% of 
the loss 
of 17-18 

25% of 
the loss 
of 18-19 

50% of 
the loss 
of 19-20 

 
5. Current Status 

 
a. ATC loss. ATC loss is based on two parameters, the billing efficiency and 

collection efficiency. A review of UPPCL’s performance indicates that while UPPCL 
group has performed very well in improving its billing efficiency over the last few 
years (improved from 77% in FY2016 to 82% in FY2019 as against UDAY target 
of 76% and 84% respectively), UPPCL’s performance in collection of bills has not 
been as required by UDAY. While UPPCL’s collection efficiency has improved over 
the years (from 74% in FY2016 to 77% in FY2019), it has fallen well short of UDAY 
targets (74% in FY2016 as against target of 88% and 77% in FY2019 as against 
target of 96%).  

 
Consequently, UPPCL has also not been able to meet its target during the entire 
evaluation period. UPPCL’s ATC loss for FY2019 is a high 37% as against its target 
of 19%. The details of the ATC targets and achievement by the DISCOMs is 
enclosed as Table 1. 
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Table 1: UDAY AT&C Target and Actual Performance 

 

 
b. Takeover of 75% loans by Government of Uttar Pradesh. As per the 

memorandum of understanding, Government of Uttar Pradesh had to take over 
75% of the total debt of the DISCOMs as of 30 September 2015. Consequently, 
Government of Uttar Pradesh took over ₹391 billion and transferred the same back 
to the DISCOMs in the form of equity, debt and concessional loans by FY2017. 
This exercise was completed as scheduled and the details of the same are 
provided in Table 2.  

 
  Table 2: Details of Actual Debt of DISCOMs taken over by GOUP 

(Rs Billion) 

Particulars Total debt taken over in FY2016 and FY2017 
Grand 
Total 

  Equity Grant Interest free debt   

DISCOM         

DVVNL 33.4 66.8 33.4 133.5 

MVVNL 18.9 37.9 18.9 75.7 

PVVNL 18.9 37.7 18.9 75.5 

PUVVNL 21.5 43.0 21.5 85.9 

KESCO 5.2 10.3 5.2 20.7 

TOTAL 97.8 195.7 97.8 391.3 

 
c. Future losses of the DISCOMs to be taken over by Government of Uttar 

Pradesh. The UDAY scheme had also prepared the financial projections of UPPCL 
group and had stipulated that Government of Uttar Pradesh would fund a 
proportion of the losses incurred by UPPCL as per the schedule. For financial years 
up to FY2018, Government of Uttar Pradesh has provided UPPCL with the 
stipulated funds as per UDAY agreement. A detailed analysis of the Government 
of Uttar Pradesh contribution to fund loss as per UDAY agreement is enclosed as 
Table 3. 

 
Table 3: Government of Uttar Pradesh Loss Compensation as per UDAY Agreement 

(₹ in billion)

2016 2017 2018 2019

DISCOM

UDAY 

TARGET ACTUAL

UDAY 

TARGET ACTUAL

UDAY 

TARGET ACTUAL

UDAY 

TARGET ACTUAL
DVVNL 35.9% 46.3% 30.3% 43.7% 24.8% 41.1% 20.4% 41.3%

MVVNL 33.1% 48.8% 27.8% 48.1% 23.2% 47.5% 19.5% 43.4%

PVVNL 24.6% 27.2% 23.0% 30.3% 20.6% 26.0% 17.5% 24.5%

PUVVNL 38.9% 56.3% 34.2% 57.7% 26.9% 50.6% 20.7% 47.0%

KESCO 35.3% 27.7% 29.4% 24.7% 24.1% 22.1% 19.4% 20.6%

OVERALL UPPCL AT & C 32.4% 42.6% 28.3% 42.8% 23.6% 39.1% 19.4% 36.8%

UPPCL CONSOLIDATED

BILLING EFFICIENCY 76.4% 77.3% 78.3% 78.4% 80.8% 78.7% 84.1% 81.8%

COLLECTION EFFICIENCY 88.5% 74.2% 91.6% 73.0% 94.5% 77.4% 95.9% 77.2%

UDAY LOSS COMPENSATION 2016 2017 2018 2019 2020 2021

LOSS COMPENSATION AS PER UDAY AGREEMENT 0% 0% 5% 10% 25% 50%

Loss compensation as per UDAY Agreement
 0% of 

Loss of 

FY2015 

 0% of 

Loss of 

FY2016 

 5% of 

Loss of 

FY2017 

 10% of 

Loss of 

FY2018 

 25% of 

Loss of 

FY2019 

 50% of 

Loss of 

FY2020 

Loss for the year -30              -50              -63               -28               61             

UDAY compensation required 1.49           5.01            15.73         14.19      

Actual received/GOUP Budget provision 2.67           4.64            21.60         22.00      

Actual Projection
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Appendix B 
 

Funding sources of Capital Expenditure (₹ in billion) 

 
 
 
Appendix C 
 

Government of Uttar Pradesh Revenue Subsidy Contribution to UPPCL as per UPERC Approval 
(Rs billion) 

 
 

Government of Uttar Pradesh’ Contribution to UPPCL  
(₹ in billion) 

PARTICULARS 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

CAPITAL EXPENDITURE 38 65 64 71 117 166 138 120 97 80 80 80 80 80 80

   FINANCED BY

   GRANTS FROM GOI 14 52 20 10 0 0 0 0 0 0 0

    INTERNAL RESOURCES OF UPPCL 24 24 24

   EQUITY CONTRIBUTION BY GOUP 12 20 19 22 40 26 11 9 7 24 24 24 24 24 24

   DEBT 26 45 45 49 63 87 83 77 67 56 56 56 56 56 56

PARTICULARS 2017 2018 2019

Tariff subsidy by GOUP as per Business Plan approved 

by UPERC (Rs in billion) 60 58 89

Actual Tariff Subsidy provided by GOUP (as per audited 

accounts) 61 58 101

GOUP contribution to UPPCL 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

Revenue subsidy/other support 59               61             61               58                       101                     79                 102             114               109             109               108               -                -                 -              -                

UDAY takeover of debt -              243          148            -                      

UDAY subsidy for operational loss 3                          5                           22                 22                

Equity contribution 92 43 23 68 103 26 11 9 7 24 24 24 24 24 24

Additional contribution of GOUP as 

Revenue support 19               31             7                  9                          4                           -                80                80                  25                -                -                -                -                 -              -                

TOTAL 170 379 239 138 212 127 215 203 140 133 132 24 24 24 24

Actual Projection
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  Appendix D  

 

Particulars 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

Provisional

PROFIT & LOSS ACCOUNT

Operating Revenue 305.4        360.2      405.2       444.9                500.3                584.6          637.8         712.2          812.5         899.8          993.7          1,187.0     1,277.7       1,372.5    1,474.9     

GOUP Revenue subsidy 59.1           61.4         60.8          58.1                   100.7                79.0             101.9         113.8          108.5         108.7          107.7          -                -                 -              -                

UDAY subsidy for operational loss 2.7                      4.6                      21.6             22.0            

Additional compensation from GOUP 18.7           31.2         6.6             8.8                      3.6                      80.0            80.0             25.0            -                -                -                -                 -              -                

Other income 11.0           19.7         15.0          21.1                   23.2                   21.0             21.7            22.4             23.2            24.0             24.9             25.8             26.7              27.6           28.6             

Total Income 394.2        472.6      487.6       535.6                632.4                706.2          863.4         928.5          969.3         1,032.5      1,126.4      1,212.7     1,304.3       1,400.1    1,503.4     

Cost of Power purchase 382.5        388.3      441.8       484.2                575.7                579.6          635.4         697.0          766.9         833.8          906.7          976.9          1,052.7       1,134.5    1,224.2     

Employee Cost and Other expenses 24.0           38.5         42.6          52.3                   56.0                   58.2             60.6            63.0             65.5            68.1             70.9             73.7             76.6              79.7           82.9             

Bad debts and Provisions 8.7              3.8            4.1             3.7                      6.2                      11.7             12.8            14.2             16.3            18.0             19.9             23.7             25.6              27.5           29.5             

 Earnings before Interest, Depreciation & 

Tax -20.9         42.1         -0.9            -4.6                    -5.5                     56.7             154.6         154.2          120.6         112.6          128.9          138.4          149.4           158.5        166.9          

 Bad debts written off - additional 34.1             34.1            34.1             34.1             34.1             34.1              34.1           34.1             

Finance cost 51.7           63.5         20.3          34.5                   46.2                   57.3             61.0            60.9             58.8            55.6             52.1             48.2             44.8              42.4           40.0             

Depreciation and Amortization 5.0              7.9            8.6             11.0                   11.3                   27.8             32.3            38.3             44.2            49.6             54.4             59.0             63.5              67.8           72.1             

Net Profit -77.7         -29.3       -29.8         -50.1                 -62.9                  -28.4           61.3            20.9             -16.4          -26.7            -11.7            -2.9              7.1                 14.2           20.7             

BALANCE SHEET

Net Fixed assets 200.9        260.5      319.2       382.0                488.1                626.3          732.1         813.8          867.1         897.7          923.4          944.4          961.1           973.4        981.3          

Other Non Current Assets 57.5           71.3         86.0          108.2                141.1                141.1          141.1         141.1          141.1         141.1          141.1          141.1          141.1           141.1        141.1          

Trade Receivables 252.7        347.5      458.9       560.7                682.2                798.0          868.9         878.8          796.4         712.1          631.5          538.3          461.8           399.6        349.9          

Other Current assets 124.5        132.5      159.6       193.2                191.2                198.0          204.7         212.2          220.6         231.1          243.1          256.7          272.0           289.4        303.2          

Total Current Assets 377.2        480.0      618.5       753.9                873.4                996.0          1,073.6    1,091.0      1,016.9    943.2          874.6          795.0          733.8           689.1        653.0          

Total Assets 635.7        811.8      1,023.7   1,244.2           1,502.7            1,763.4     1,946.8    2,045.9      2,025.2    1,982.1      1,939.1      1,880.5     1,836.0       1,803.6    1,775.5     

Equity Capital 397.5        568.6      728.8       804.0                911.9                938.0          949.2         958.7          965.7         989.8          1,013.9      1,038.0     1,062.1       1,086.2    1,110.3     

Reserves & Surplus -666.3      -575.0    -586.2      -634.1              -755.5               -728.7        -644.6       -610.9         -624.3       -647.8         -656.2         -655.7        -645.0          -627.1       -602.5        

Total Equity -268.7      -6.4          142.6       169.9                156.4                209.2          304.6         347.8          341.4         342.0          357.7          382.3          417.1           459.1        507.8          

Borrowings 515.2        195.0      402.5       552.3                581.1                585.7          513.9         498.9          523.8         513.3          473.0          431.8          397.8           379.7        345.3          

Other Non Current Liabilities 24.5           28.3         33.0          35.9                   59.9                   209.0          305.8         318.2          271.9         230.9          209.4          177.0          150.9           94.4           62.4             

Trade Payables 202.1        225.9      216.6       186.8                341.7                326.2          305.7         314.2          321.5         329.6          333.1          323.8          304.8           305.2        295.0          

Other Current Liabilities 162.6        369.1      229.1       299.3                363.7                433.2          516.8         566.7          566.5         566.3          565.9          565.6          565.4           565.2        565.0          

Total Current Liabilities 364.7        594.9      445.7       486.1                705.3                759.4          822.5         881.0          888.0         895.9          899.0          889.5          870.2           870.4        860.0          

Total Liabilities 635.7        811.8      1,023.7   1,244.2           1,502.7            1,763.4     1,946.8    2,045.9      2,025.2    1,982.1      1,939.1      1,880.5     1,836.0       1,803.6    1,775.5     

CASH FLOW STATEMENT

 Earning before Interest and Depreciation -2.2            44.7         -0.1            -5.3                    -6.2                     56.7             154.6         120.1          86.5            78.5             94.8             104.3          115.4           124.4        132.8          

Net Change in Working Capital -230.9      124.2      -277.4      -102.4              79.2                   -67.8           -14.2          41.3             81.3            82.2             72.4             70.7             42.5              45.6           26.3             

Cash flow from Operating activities -233.1      168.9      -277.4      -107.8              73.0                   -11.1           140.4         161.4          167.8         160.7          167.2          175.0          157.8           170.0        159.1          

Cash flow from Investing activities 31.3           -232.0    -166.5      -173.3              -145.6               -165.9        -138.1       -120.0         -97.5          -80.1            -80.1            -80.1           -80.1             -80.1          -80.1           

Cash flow from Financing activities 197.9        66.5         458.3       280.6                59.7                   177.7          -2.0             -41.1            -70.1          -80.0            -86.5            -94.3           -77.1             -89.2          -78.4           

Net cash flow -3.9            3.4            14.4          -0.4                    -12.8                  0.7                0.3               0.2                0.2               0.6                0.6                0.6                0.6                 0.6              0.6                

RATIOS

Debt 539.7        223.2      435.4       588.1                641.0                794.7          819.7         817.2          795.8         744.2          682.4          608.7          548.7           474.1        407.7          

Equity -268.7      -6.4          142.6       169.9                156.4                209.2          304.6         347.8          341.4         342.0          357.7          382.3          417.1           459.1        507.8          

D:E Ratio -2.0            -35.0       3.1             3.5                      4.1                      3.8                2.7               2.3                2.3               2.2                1.9                1.6                1.3                 1.0              0.8                

Current Ratio 1.0              0.8            1.4             1.6                      1.2                      1.3                1.3               1.2                1.1               1.1                1.0                0.9                0.8                 0.8              0.8                

Days Receivable 302            352          413            460                    498                     498              497             450               358             289               232               166              132                106             87                 

Days Payable 193            212          179            141                    217                     205              176             165               153             144               134               121              106                98                88                 

Debt Service Coverage Ratio 1.03            1.06             1.08            1.09             1.12             1.20             1.17              1.46           1.22             

ProjectionsAudited


