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Components of power cost

The rising cost of electricity

Operations & | . Income Tax A chain is as strong as its weakest link. In the power sector, it is
Mg;r:ot:::er;ce 0.5%-1% the distribution sector, which at present, is its weakest link.
9%-10% Return on Because of the mounting losses, the distribution sector is in an

Capital Employed  apyss today. There are apprehensions that future capacity

6%-7% . . . . . .
addition programs might also be jeopardized, if corrective
actions are not taken to improve the financial health of the

distribution companies.

Power The situation has arisen entirely because of substantial
Purchase cost

80% increases in power purchase costs these last few years coupled
with the complete absence of a cost reflective tariff regime at
the distribution level.

Depreciation
3%-4%

According to the estimates, the losses in the electricity
Source: DERC ad in Hindustan Times, April 10, 2011 distribution space today have reached Rs 75,000 crore and are

Tariff hike in other states likely to tc?uch Rs 1, 40,000 crore by 2014-15, if the present
trend continues.

Since July 2011, 16 states/cities have revised their tariff across

; Since privatization in 2002, even though the power purchase
all segments. Some of them are given below:

costs of Delhi discoms increased by over 200%, the retail tariffs

State Effective Average Tariff (till August 201 1) have increased by around 36%. On every unit
Date of hike since of power sold, discoms continue to lose over Rs 2 per unit.
Revised Tariff 2011 (%)
Tamil Nadu Apr-12 37 Power Purchase Costs
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